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PREFATORY  NOTE 


In  this  volume,  which  deals  with  an  extraordinary  year,  there  has 
been  a  certain  departure  from  the  usual  method  of  this  Survey. 

The  usual  method  has  been  to  avoid,  as  far  as  possible,  being  drawn 
into  giving  an  account  of  the  internal  affairs  of  countries ;  to  concen¬ 
trate  upon  the  external  relations  of  different  countries  with  one 
another ;  and  to  sort  out  these  relations  into  separate  regional  groups 
in  so  far  as  they  lend  themselves  at  all  to  regional  treatment.  The  pur¬ 
pose  of  these  working  rules  has  been  to  limit  the  field  of  survey  and  to 
make  the  main  features  of  the  international  landscape  stand  out  clear ; 
but  it  has  not  proved  possible  to  cope  with  the  year  1931  on  these  lines. 
For  the  distinctive  feature  of  this  year  was  the  confluence  of  all  human 
affairs — national  and  international,  economic  and  political,  private  and 
public — into  a  single  turbulent  stream ;  and  a  survey  which  included 
no  attempt  to  present  a  general  picture  of  this  common  current  could 
scarcely  claim,  as  far  as  this  year  1931  is  concerned,  to  have  come  to 
grips  with  its  proper  subject. 

Accordingly,  in  this  present  volume,  the  record  of  particular  inter¬ 
national  transactions  under  regional  heads  has  been  subordinated  to 
a  general  narrative  of  the  outstanding  events  of  the  year,  taken  as  a 
whole,  in  the  world,  regarded  as  a  unity ;  and  the  writer’s  motto,  in  this 
part  of  the  book,  has  been  Nihil  humanum  a  me  alienum  puto.  He 
has  not  excluded  from  entry  in  this  chronicle  any  event  or  transaction 
of  any  kind  which  has  seemed  likely  to  help  in  conveying  to  the  reader 
some  element  in  the  total  impression  which  this  terrible  year  made  upon 
those  who  lived  through  it.  Even  with  this  licence,  the  impression,  just 
because  it  is  so  vivid,  is  probably  beyond  the  writer’s  power  to  convey ; 
but  this  consideration  does  not  absolve  him  from  making  the  attempt. 

This  general  narrative,  with  which  the  volume  opens,  has  been  forti¬ 
fied  by  Mr.  Hodson  in  a  further  set  of  economic  studies  (following  up 
his  chapter  in  the  Survey  for  1930)  in  which  he  deals  with  certain  out¬ 
standing  economic  aspects  and  antecedents  of  the  world  crisis. 

Thus  the  chapters  dealing  with  world  affairs  occupy  considerably 
more  space,  and  those  dealing  with  regional  affairs  less  space,  in  this 
volume  than  in  most  of  its  predecessors. 

The  principal  regional  affair  dealt  with  this  time  is  the  Sino- 
Japanese  conflict  in  Manchuria — and  this  conflict  was  regional  only 
in  a  formal  sense.  In  effect,  it  concerned  Europe  and  America  as 
much  as  it  concerned  the  Far  East,  on  account  of  its  intimate  bearing 
upon  the  world- wide  problem  of  Security  and  Disarmament. 
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The  history  of  the  project  for  an  Austro-German  Customs  Union 
and  the  history  of  the  Franco-Italian  naval  problem  are  other,  im¬ 
portant  affairs  of  the  year  which  happen  to  fall  within  a  regional  frame¬ 
work  but  which  cannot  be  seen  in  their  true  colours  except  against  the 
background  of  a  world- wide  landscape. 

The  Part  of  this  volume  which  deals  with  the  Far  East  and  the 
Pacific  was  unfortunately  already  in  page-proof  by  the  date  of  the 
publication  of  the  most  important  original  document  that  bears  upon 
the  subject ;  that  is,  the  Lytton  Report  (League  of  Nations :  Appeal  by 
the  Chinese  Government:  Rep>ort  of  the  Commission  of  Inquiry :  [Series 
of  League  of  Nations  Publications  VII.  Political,  1932.  vii.  12]).  It 
will  be  found,  however,  that  the  account  of  events  in  Manchuria  which 
is  given  in  this  Survey  does  not  differ  materially  from  the  far  more 
authoritative  account  which  the  Lytton  Report  now  provides  for  the 
student  of  Far  Eastern  affairs.  In  the  light  of  the  Report,  it  has  been 
possible  to  correct,  in  page-proof,  certain  inaccuracies  of  detail  in 
the  Survey,  and  also,  for  the  reader’s  convenience,  to  insert  references, 
in  footnotes,  to  the  relevant  passages  of  the  Report  in  the  case  of  those 
transactions  that  are  dealt  with  in  the  Report  as  well  as  in  the  Survey. 


Arnold  J.  Toynbee. 
October  1932. 
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PART  I 

THE  WORLD  CRISIS 

(i)  Annus  Terribilis  1931 

(a)  The  States  of  Mind 

The  year  1931  was  distinguished  from  previous  years — in  the  ‘post¬ 
war  ’  and  in  the  ‘  pre-war  ’  age  alike — by  one  outstanding  feature.  In 
1931,  men  and  women  all  over  the  world  were  seriously  contemplating 
and  frankly  discussing  the  possibility  that  the  Western  system  of 
Society  might  break  down  and  cease  to  work.  By  the  time  when  this 
possibility  thus  presented  itself ,  Western  Society  had  come  to  embrace 
all  the  habitable  lands  and  navigable  seas  on  the  face  of  the  planet  and 
the  entire  living  generation  of  Mankind ;  and,  within  narrower  geo¬ 
graphical  limits,  it  had  been  in  existence  as  ‘a  going  concern’, 
without  any  breach  of  continuity,  for  some  twelve  or  thirteen 
centuries.  Western  Civilization  had  been  living  and  growing  con¬ 
tinuously,  with  only  occasional  and  never  more  than  temporary 
checks  and  set-backs,  ever  since  the  end  of  the  interregnum  which 
had  followed  the  breakdown  of  the  antecedent  ‘Classical’  Civiliza¬ 
tion  and  the  break-up  of  the  ‘Classical’  super-state,  the  Roman 
Empire.  In  the  West,  that  interregnum  had  closed,  at  the  turn  of 
the  seventh  and  eighth  centuries  of  the  Christian  Era,  with  the 
emergence  of  a  new  order  of  society  embodied  in  Western  Christen¬ 
dom  ;  and  this  small  and  rudimentary  society — the  world  of  Bede 
and  the  world  of  Charlemagne — was  the  geographical  nucleus  and 
the  historical  embryo  of  ‘the  Great  Society’  of  1931.  During  the 
intervening  centuries,  Western  Civilization  had  gone  from  strength 
to  strength ;  and,  while  it  had  never  been  dispensed  from  the  struggle 
for  existence,  or  been  deprived  of  the  perpetual  stimulus  of  repeated 
challenges,  it  had  always  responded  victoriously,  and  the  Gates  of 
Hell  had  not  prevailed  against  it.  In  1931,  the  members  of  this  great 
and  ancient  and  hitherto  triumphant  society  were  asking  themselves 
whether  the  secular  process  of  Western  life  and  growth  might  con¬ 
ceivably  be  coming  to  an  end  in  their  day. 

This  apocalyptic  outlook  had  been  characteristic  of  the  primitive 
Christian  Church — the  chrysalis  out  of  which  Western  Society  had 
originally  issued— but  for  some  centuries  before  the  year  1931  such 
moods  had  been  utterly  alien  from  the  Western  mind.  In  these  latter 
days,  Apocalyptism  had  ceased  to  haunt  the  Western  imagination 
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except  as  a  theme  for  literary  jeux  cV esprit  or  as  the  excuse  for  a 
pseudo -scientific  credulity  which  found  academic  outlets  in  fanciful 
speculations  on  the  symbolism  of  the  Pyramids  or  on  the  progeny 
of  the  Lost  Ten  Tribes.  But  it  was  long  indeed  since  the  breakdown 
of  Western  Society  had  presented  itself,  in  the  sober  vision  of  the 
workaday  world,  as  an  imminent  possibility  'in  real  life Among  the 
generation  living  in  1931,  every  man  and  woman  of  forty  years  of  age 
and  upwards  had  grown  to  maturity,  before  the  outbreak  of  the 
General  War  of  1914-18,  in  a  mental  atmosphere  in  which  the 
prospect  of  Western  Society  breaking  down  was  virtually  incon¬ 
ceivable.1  In  this  ‘pre-war’  age,  the  sense  of  power  and  security  in 
Western  minds  was  actually  enhanced  and  not  diminished  by  the 
disinterment  of  -the  material  remains  of  ancient  civilizations  which 
were  so  utterly  extinct  that  even  their  names  had  been  forgotten. 
When  the  discovery  of  the  buried  civilizations  of  Egypt  and  Mesopo¬ 
tamia  was  followed  by  similar  discoveries  in  Crete  and  Asia  Minor 
and  the  Indus  Valley  and  Central  America,  the  pictures  of  these 
‘  finds  ’  in  the  illustrated  papers  evoked  a  feeling  of  pride  in  the  enter¬ 
prise  and  acumen  and  technical  skill  of  Western  archaeologists  (akin 
to  the  pride  in  the  conquest  of  the  ether  or  the  air)  and  a  sense  of 
satisfaction  in  the  inference  that  the  children  of  Western  Civilization 
in  these  latter  days  were  not  as  other  men  had  been.  So  far  from 
serving  as  a  memento  mori,  like  the  mummy  which  was  carried  round 
with  the  last  course  at  an  Egyptian  banquet,  these  disinterred 
corpses  of  extinct  civilizations  encouraged  the  ‘pre-war’  generation 
of  modern  Western  Society  to  ‘acquiesce’,  with  the  historian  of  the 
decline  and  fall  of  the  Roman  Empire,  ‘in  the  pleasing  conclusion 
that  every  age  of  the  world  has  increased,  and  still  increases,  the  real 
wealth,  the  happiness,  the  knowledge,  and  perhaps  the  virtue,  of  the 
human  race’.2 

This  dogmatic  belief  in  an  automatic,  invincible  and  interminable 
progress  had  been  inherited  intact,  by  the  ‘pre-war’  generation,  from 
Gibbon  and  his  contemporaries ;  and  the  potency  of  eighteenth- 
century  optimism  is  demonstrated  by  the  robust  declaration  of  faith 

1  There  were,  of  course,  individuals  who  succeeded,  even  before  the  out¬ 
break  of  the  War,  in  transcending  this  intellectual  limitation.  For  example, 
Oswald  Spengler,  in  his  preface  (dated  December  1917)  to  Der  Untergang  des 
Abendlandes,  mentions  that  the  first  draft  of  the  book  had  been  completed 
before  war  broke  out,  and  that  the  title  had  been  settled  as  early  as  1912. 

3  Edward  Gibbon,  The  History  of  the  Decline  and  Fall  of  the  Homan  Empire, 
Ch.  XXXVIII ;  ‘  General  observations  on  the  Fall  of  the  Roman  Empire  in  the 
West’,  ad  fin.  For  the  circumstances  of  the  Western  World  in  general,  and 
of  the  historian’s  own  country  in  particular,  at  the  moment  when  this  passage 
was  written,  see  the  Survey  for  1928,  p.  9,  footnote  2. 
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in  the  dogma  of  his  age  which  Gibbon  made — in  the  celebrated  phrases 
just  quoted — at  the  crisis  of  the  American  Revolutionary  War  and 
in  despite  of  the  historian’s  own  sceptical  temperament  and  affecta¬ 
tion.  In  Gibbon’s  day,  the  dogma  of  progress  had  already  been 
fortified  by  a  hundred-years’  currency  in  which  the  new  faith  had 
not  been  contradicted  by  experience.1  In  1781,  Western  Society  had 
not  been  threatened  with  destruction  by  attack  from  a  human  enemy 
since  the  'Osmanlis  had  raised  their  second  and  last  siege  of  Vienna 
in  a.d.  1683.2  And  the  destruction  of  the  world  by  divine  agency  had 
not  entered  into  the  calculations  of  the  Western  bourgeoisie,  as 
a  possibility  to  be  reckoned  with  in  practical  ways,  since  a.d.  1666, 
when,  in  the  City  of  London,  bets  of  ten  to  one  on  the  imminence  of 
the  Millennium  were  given  and  taken  between  Jews  and  Gentiles 
upon  receipt  of  the  news  that  the  advent  of  the  Messianic  Kingdom 
had  been  announced  in  Turkey  by  a  Jewish  Pretender  who  was 
himself  inspired  by  the  English  Protestant  Apocalyptism  of  the 
preceding  generation.3 

1  See  J.  B.  Bury,  The  Idea  of  Progress:  An  Inquiry  into  its  Origin  and 
Growth  (London,  1920,  Macmillan). 

2  Down  to  the  failure  of  the  second  Ottoman  siege  of  Vienna  in  a.d.  1683, 
the  possibility  that  Western  Christendom  might  be  wiped  out  by  some  over¬ 
whelming  onslaught  of  pagans  or  Muslims  had  been  constantly  presented  to 
Western  minds  by  the  logic  of  events,  ever  since  the  Arab  and  Magyar  and 
Norse  invasions  of  the  eighth  to  the  eleventh  centuries  of  the  Christian  Era. 
For  example,  ‘in  the  year  1238,  the  inhabitants  of  Gothia  (Sweden)  and  Frise 
were  prevented,  by  [the]  fear  of  the  Tartars,  from  sending  as  usual  their  ships 
to  the  herring  fishery  on  the  coast  of  England;  and,  as  there  was  no  exporta¬ 
tion,  forty  or  fifty  of  these  fish  were  sold  for  a  shilling  (Matthew  Paris,  p.  396). 
It  is  whimsical  enough  that  the  orders  of  a  Mogul  Khan,  who  reigned  on  the 
borders  of  China,  should  have  lowered  the  price  of  herrings  in  the  English 
market’  (Gibbon,  op.  cit.,  Ch.  LXVI,  footnote  45).  A  classic  monument  of  the 
Ottoman  menace  to  Western  Christendom  is  Busbecq’s  Exclamatio:  sive  de  re 
militari  contra  Turcam  instituendi  consilium  (printed  in  A.  Gislenii  Busbeqii 
omnia  quae  extant-.  Leyden,  1633,  Elzevir).  Busbecq  was  a  Flemish  diplomatist 
who  was  accredited  to  the  Ottoman  Porte,  as  ambassador  from  the  House  of 
Austria,  during  the  years  1554—62. 

3  Sabbatai  Zevi  of  Smyrna  (see  J.  Kastein,  The  Messiah  of  Ismir:  Sabbatai 
Zevi  [London,  1931,  Lane]). 

The  prosaic  echo  in  London  of  Sabbatai’s  romantic  proclamation  in  Smyrna 
is  thus  recorded  by  Samuel  Pepys,  under  the  dates  18th  and  19th  February, 
1665/6: 

‘Took  coach,  and  calling  by  the  way  at  my  bookseller’s  for  a  booke  writ 
about  twenty  years  ago  in  prophecy  of  this  year  coming  on,  1666,  explaining 
it  to  be  the  marke  of  the  beast,  I  home,  and  there  fell  to  reading,  and  then 
to  supper,  and  to  bed.  ...  At  noon  by  coach  to  St.  Paul’s  Church-yarde 
to  my  Bookseller’s.  .  .  .  Here  I  am  told  for  certain,  what  I  have  heard  once 
or  twice  already,  of  a  Jew  in  town,  that  in  the  name  of  the  rest  do  offer  to 
give  any  man  £10  to  be  paid  £100,  if  a  certain  person  now  at  Smyrna  be 
within  these  two  years  owned  by  all  the  Princes  of  the  East,  and  particularly 
the  grand  Signor  as  the  King  of  the  world,  in  the  same  manner  we  do  the 
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Moreover,  these  terrors  which  had  last  assailed  Western  souls  in 
the  seventeenth  century  were  less  penetrating  and  less  paralysing 
than  the  nightmare  of  1931 ;  for  the  human  catastrophe  which 
Western  Christendom  had  feared  at  the  hands  of  Muslim  enemies  and 
the  divine  catastrophe  which  it  had  feared  as  an  act  of  God  had  one 
feature  in  common.  In  both  these  terrors,  Western  Society  was 
contemplating  the  prospect  of  destruction  from  outside  through  the 
overwhelming  impact  of  some  external  force ;  and  there  was  no 
counterpart,  in  either  the  Furor  Ottomanicus  or  the  Dies  Irae,  to  that 
element  in  the  Western  nightmare  of  1931  which  was  its  essence.  In 
1931  the  Western  World  was,  indeed,  confronted  once  more  by  the 
menace  of  hostile  aggression  from  an  alien  rival.  For  the  challenge 
which  Islam  had  ceased  to  present,  since  the  Turkish  failure  to  capture 
Vienna  in  a.d.  1683,  had  been  taken  up  by  Communism  since  the 
Bolsheviks  had  made  themselves  masters  of  Russia  in  a.d.  1917. 1  On 
the  other  hand,  the  accelerating  advance  which  Western  Society  had 

King  of  England  here,  and  that  this  man  is  the  true  Messiah.  One  named 
a  friend  of  his  that  had  received  ten  pieces  in  gold  upon  this  score,  and  says 
that  the  Jew  hath  disposed  of  £1,100  in  this  manner,  which  is  very  strange; 
and  certainly  this  year  of  1666  will  be  a  year  of  great  action ;  hut  what  the 
consequences  of  it  will  be,  God  knows !  ’ 

A  livelier  expectation  of  the  Millennium  had  been  evoked  fourteen  years 
earlier,  in  the  imagination  of  Pepys’s  fellow-countryman  Mr.  Consul  Riley, 
at  Aleppo,  by  the  annoyances  which  he  had  suffered  from  the  Ottoman 
authorities  there. 

‘It  [Turkey]  seems  to  me  to  he  in  a  visible  declension:  the  king  a  child, 
the  grandees  factious  and  divided,  and  the  whole  frame  of  the  tyranny 
in  a  most  inconstant,  unsettled  position  and  seeming  (by  the  present  face 
of  things  as  well  as  by  the  general  injustice)  to  hasten  on  apace  the  accom¬ 
plishment  of  those  glorious  promises  that  relate  to  the  destruction  thereof 
and  the  bringing  in  the  Kings  of  the  East  and  setting  up  the  standard  of 
our  Lord  Jesus  the  King  of  Kings.’ 

(Dispatch,  dated  the  24th  July,  1652,  from  Mr.  Consul  Riley  at  Aleppo,  quoted 
by  G.  F.  Abbott  in  Turkey,  Greece  and  the  Great  Powers  [London,  1916,  Scott, 
p.  127]). 

For  a  catalogue  of  Christian  pretenders  to  Messiahhood  in  Western  Europe 
during  the  century  preceding  the  messianic  career  of  Sabbatai,  see  Kastein, 
op.  cit.,  pp.  82-6. 

This  medieval  Western  Apocalyptism,  which  thus  survived — as  a  faint  tinge 
of  curiosity — into  the  lifetime  of  Samuel  Pepys,  had  survived,  a  fortiori,  the 
invention  of  printing.  A  reader  who  cares  to  consult  an  early  printed  edition 
of  the  Wiirzburg  Chronicle  will  find  that  the  survey  of  the  particular  year  in 
the  sixteenth  century  at  which  the  record  breaks  off  is  followed  by  half  a  dozen 
pages  in  which  the  owner  of  the  volume  is  expected  to  record,  with  his  own 
pen,  the  short  remainder  of  the  history  of  the  world.  These  pages  left  blank 
for  the  diarist  are  followed  by  sensational  woodcuts  of  the  Apocalypse,  which 
both  printer  and  reader  doubtless  expected  to  see  enacted,  ‘in  real  life’,  within 
their  own  lifetimes. 

1  See  the  Survey  for  1924,  Part  I  C ;  the  Survey  for  1927,  Part  II  E. 
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been  making  in  its  material  technique  had  rendered  the  menace  of 
hostile  aggression  from  barbarians  (in  distinction  to  alien  civiliza¬ 
tions)  still  fainter  than  it  had  already  become  by  Gibbon’s  time  ;x 
while  the  parallel  advance  in  Physical  Science  had  rendered  the 
prospect  of  an  eventual  annihilation  of  the  material  universe  not, 
perhaps,  less  certain  but  at  any  rate  vastly  more  remote  in  time  than 
it  had  appeared  in  the  perspective  of  the  medieval  theologian.  The 
catastrophe,  however,  which  Western  minds  were  contemplating  in 
1931  was  not  the  destructive  impact  of  any  external  force  but  a  spon¬ 
taneous  disintegration  of  society  from  within ;  and  this  prospect 
was  much  more  formidable  than  the  other. 

In  the  face  of  an  external  menace,  the  human  spirit  can  find  relief 
in  either  endurance  or  action.  The  onslaught  of  an  overwhelmingly 
stronger  human  enemy  can  be  resisted  to  the  death ;  an  act  of  God 
can  be  accepted  with  resignation ;  but  when  we  feel  that  ‘  we  are 
betrayed  by  what  is  false  within’,  we  are  apt  to  find  ourselves 
spiritually  paralysed  in  face  of  the  most  deadly  peril  with  which 
humanity  is  ever  confronted.  ‘  Do  not  ye  understand  that  whatsoever 
entereth  in  at  the  mouth  goeth  into  the  belly  and  is  cast  out  into  the 
draught  ?  But  those  things  which  proceed  out  of  the  mouth  come 
forth  from  the  heart,  and  they  defile  the  man.’2  Like  human  beings, 
human  societies  are  apt  to  perish — when  they  do  perish — from 
internal  ills.  A  historian  surveying  the  past  in  1931  might  doubt 
whether  any  of  the  civilizations  which  were  known  to  have  become 
extinct  by  that  date  had  been  done  to  death  by  external  blows ; 
and  Western  Civilization,  at  any  rate,  was  still  alive  to  testify  that 
it  had  succeeded  in  surviving  all  the  external  menaces — human  or 
divine,  actual  or  imaginary — with  which  it  had  been  confronted  so 
far  during  the  twelve  or  thirteen  centuries  that  had  elapsed  since  its 
birth.  To  find  an  historical  precedent  for  the  threat  of  spontaneous 
internal  disintegration — the  incipient  failure  of  will  and  wisdom  and 
vitality — with  which  Western  Society  felt  itself  threatened  in  1931 
for  the  first  time  in  its  history,  the  historian  would  have  to  cast  his 
mind  back  behind  the  birth  of  Western  Society  to  the  death  of  the 
Society  which  had  preceded  it.  In  the  breakdown  of  the  ‘Classical’ 
Civilization  and  break-up  of  the  Roman  Empire  which  occurred  after 
the  death  of  Marcus  Aurelius,  and  in  the  fatal  and  final  relapse,  after 
the  death  of  Theodosius,  from  a  temporary  rally,  we  have  the 
appalling  spectacle  of  a  society  which  did  disintegrate  spontaneously 

1  The  possibility  that  the  modern  Western  World  might  he  overwhelmed, 
like  the  Roman  Empire,  by  barbarian  invasions  is  discussed  and  dismissed 
by  Gibbon  in  the  ‘Observations’  cited  above.  *  2  Matt.  xv.  17-18. 
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from  within  through  self-betrayal  and  self-defilement.  In  the  third 
century  and  in  the  fifth  century  of  the  Christian  Era,  men  and 
women  must  have  been  confronted  in  full  view,  as  their  inexorable 
doom,  with  that  outlook  of  which  other  men  and  women  were  catching 
a  terrifying  glimpse  in  1931. 

In  certain  pertinent  respects,  the  situations  in  the  ‘Classical’ 
AVorld  of  a.d.  231  and  in  the  Western  World  of  a.d.  1931  appeared 
remarkably  similar  in  the  eyes  of  at  least  one  English  observer  in  the 
latter  year.  In  both  these  years,  alike,  the  older  members  of  the 
generation  then  living  could  look  back  in  their  personal  experience, 
within  the  span  of  their  own  lifetimes,  to  a  previous  state  of  economic 
prosperity  and  political  security  that  had  never  been  equalled  in  any 
earlier  chapters  in  the  long  histories  of  their  respective  civilizations. 
More  than  that,  these  two  peaks  of  well-being — ‘the  Golden  Age’  of 
the  Antonines  and  its  modern  analogue  in  the  half  century  ending  in 
1914 — had  been  based  on  identical  foundations.  In  both  cases,  the 
framework  of  felicity  had  been  a  world  order:  an  explicitly  Roman 
world  order  in  the  one  case  and  a  virtually  British  world  order  in 
the  other.  In  both  231  and  1931,  again,  it  was  the  prospect  of  a 
breakdown  of  the  prevailing  world  order  that  was  making  men  and 
women  forebode  a  general  breakdown  of  Society. 

When  we  compare  the  Roman  and  the  British  world  order  more 
closely,  we  observe  their  outstanding  differences.  The  Roman  world 
order  was  primarily  political ;  and  though  the  political  unification 
of  the  ‘  Classical  ’  world  under  the  Roman  Empire  brought  economic 
unification  in  its  train — a  unity  of  currency,  a  freedom  of  migration, 
and  a  virtual  freedom  of  trade — these  economic  consequences  were 
incidental.  In  origin  and  essence,  the  Roman  world  order  was 
a  political  affair.  The  Roman  Empire  had  come  into  existence  in 
order  to  solve  a  political  problem — ‘the  outlawry  of  war’ — which 
had  become  so  urgent  that  Society  had  been  driven  in  the  end  to 
purchase  a  solution  at  the  price  of  renouncing  the  cherished  inde¬ 
pendence  of  its  incurably  bellicose  local  sovereign  states  and  sub¬ 
mitting  to  a  monopoly  of  sovereignty  in  the  hands  of  a  single  Imperial 
Power.1  In  contrast  to  the  Roman  Empire,  the  British  world  order, 
under  which  the  modern  Western  World  had  been  living  for  rather 
more  than  a  century  by  the  year  1931,  was  essentially  economic.  It 
was  an  economic  system  with  Britain  for  its  mart  and  workshop  and 
banking  house,  and  the  whole  world  for  its  field  of  activity. 

The  three  distinctive  features  of  this  system — its  economic  char¬ 
acter,  its  British  origin  and  basis,  and  its  world-wide  range — were 

1  Ou  this  point  see  the  Survey  for  1928,  Part  I,  section  (i)  (a),  pp.  1-10. 
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inter-related  and  were  all  of  recent  date  as  measured  even  on  the 
short  time-span  of  Western  history.  None  of  these  features  are 
visible  in  the  aspect  of  the  Western  World  in  its  earliest  recognizable 
appearance.  In  the  eighth  century  of  the  Christian  Era,  the  frame¬ 
work  of  Western  Society  had  been  not  economic  but  ecclesiastical ; 
its  focal  points  had  lain  not  in  the  British  Isles  but  on  the  European 
Continent,  in  Rome  and  in  the  Rhineland ;  and  its  geographical 
range  had  been  restricted  to  a  minute  fraction  of  the  surface  of  the 
planet  in  what  was  then  a  backward  and  outlying  corner  of  the  Old 
World.  Western  Society,  however,  had  shown  its  power  of  life  and 
growth  in  the  Protean  faculty  of  perpetually  finding  fresh  shapes  to 
serve  it  in  the  pursuit  of  fresh  activities ;  and  the  British  economic 
world  order  was  the  latest  of  a  series  of  metamorphoses  through 
which  Western  Society  had  passed  since  its  first  emergence.  This 
latest  metamorphosis  may  be  said  to  have  begun  at  the  time  of  the 
Wars  of  Louis  XIV  and  to  have  completed  itself  during  the  Revo¬ 
lutionary  and  Napoleonic  Wars  a  century  later.  From  1815  onwards, 
Western  Society — and  the  whole  of  Mankind,  which  was  now  being 
enrolled  in  Western  Society  through  a  vast  process  of  ‘  Westernization  ’ 
— became  accustomed  to  live  and  move  and  have  its  being  in  this 
new  economic  world  order.  And  this  order  was  ‘  British  ’  in  the  sense 
that  British  enterprise  and  technique  and  initiative  and  responsi¬ 
bility  had  played  the  leading  part  in  building  it  up  and  in  keeping  it 
in  operation,  though  in  another  sense  it  was  a  fortuitous  product, 
since  the  British  activities  which  had  gone  to  its  making  were  mainly 
the  work  of  private  individuals  separately  pursuing  their  immediate 
personal  aims,  without  any  ‘grand  design’.1 

British  enterprise  had  unified  the  world  in  this  unintentional  way 
by  carrying  the  modern  Western  commercial  and  industrial  and 
financial  technique,  inherited  from  Dutch  and  Italian  predecessors, 
to  a  degree  of  elaboration  and  of  potency  at  which  it  could  only  be 
operated  effectively  on  two  conditions :  the  operators  must  be  people 
of  high  ability  with  a  very  free  hand,  and  their  operations  must  be 
on  a  world-wide  scale. 

In  securing  a  free  hand  for  British  business  ability  to  work  with 
the  world  for  its  field,  British  statemanship  had  employed  diverse 

1  The  British  economic  world  order  was  certainly  not  deliberately  estab¬ 
lished  by  any  statesman,  or  group  or  series  of  statesmen,  with  long  views  and 
high  ambitions.  For  the  most  part,  it  was  built  up  blindly  and  piecemeal — 
built,  in  other  words,  like  a  coral-reef  and  not  like  a  ‘liner’  or  a  ‘sky-scraper’. 
The  Roman  political  world  order  grew  up  in  the  same  almost  accidental 
fashion ;  for  the  Roman  oligarchy  had  the  same  pedestrian,  empirical  habit 
of  mind  as  the  British  politico -economic  governing  class. 
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policies  for  dealing  with  different  parties.  In  the  domains  of  primitive 
societies  and  of  Oriental  civilizations,  it  had  brought  vast  territories 
and  populations  within  the  fold  of  the  new  world  order  by  the  old 
method  of  military  force.  The  classic  instance  was  the  extension  of 
the  British  raj,  by  conquest,  over  India.  Other  instances  were  the 
partial  opening  of  China,  by  force  of  arms,  to  Western  trade  ;  and  the 
opening-up  of  Africa.  On  the  other  hand,  British  statesmanship  was 
deliberately  light-handed  in  dealing  with  the  new  nations  which  were 
being  called  into  existence  by  European  colonization  overseas.  The 
policy  was  to  humour  their  political  susceptibilities  in  order  to  win 
the  lion’s  share  of  their  foreign  trade.  Finally,  for  dealing  with  the 
formidable  military  Powers  of  Continental  Europe,  His  Britannic 
Majesty’s  Government  assumed  the  velvet  glove.  The  policy  was  to 
induce  these  wild  beasts  to  keep  one  another  in  check  through  the 
Balance  of  Power.  The  common  practical  object  of  these  diverse 
policies  was  to  make  the  whole  world  free  and,  as  far  as  possible,  safe 
for  British  economic  enterprise.  The  eventual  result  was  the  creation 
of  an  economic  world  order  with  Great  Britain  for  its  hub  and  London 
for  its  commercial  and  financial  capital.  This  Britanno -centric 
economic  system  ramified  far  beyond  the  political  bounds  of  the 
British  Empire  and,  indeed,  became  coextensive  with  the  face  of 
the  planet.  By  1931,  there  was  no  part  of  the  world  which  had  not 
been  long  knit  up  with  London  economically  in  some  degree. 

It  was  only  on  this  world-wide  scale  of  operation  that  the  new 
f angled  British  economic  technique  could  realize  its  potential  produc¬ 
tivity  ;  and  consequently  the  universal  peace  which  was  the  Roman 
political  world  order’s  raison  d'etre  was  one  presupposition  of  the 
British  world  order’s  existence.  The  British  governing  class,  how¬ 
ever,  in  the  different  circumstances  of  Western  Society  in  the  modern 
age,  did  not  and  could  not  emulate  the  Roman  oligarchy  in  imposing 
universal  peace  by  securing  for  itself,  through  force  of  arms,  a  world¬ 
wide  monopoly  of  political  power.  The  wide  British  military  con¬ 
quests  in  India  were  the  exception  and  not  the  rule.  The  prevailing 
spirit  of  British  policy  is  mirrored  in  the  whole-hearted  acceptance 
of  the  political  independence  of  the  United  States ;  in  the  swift 
abandonment  of  a  half-hearted  attempt  to  substitute  British  for 
Spanish  rule  in  Argentina ;  and,  above  all,  in  the  desire  to  maintain 
a  ‘  splendid  isolation  ’  from  the  perilous  political  arena  of  Continental 
Europe.  Confronted  with  the  potential  obstacle  which  local  political 
sovereignties  opposed,  by  their  mere  existence,  to  the  establishment 
of  a  world  order,  the  British  eschewed  the  Roman  maxim  debellare 
superbos,  and  deliberately  refrained  from  making  a  frontal  attack 
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on  an  antiquated  political  position  which  British  statesmanship  con¬ 
fidently  expected  to  turn  by  the  automatic  progress  of  a  sweeping 
economic  advance  on  a  world-wide  front.  In  their  march  towards 
their  objective  of  an  economic  world  order,  the  British  boldly  left 
their  political  flank  exposed,  with  the  intention  of  ultimately  render¬ 
ing  the  forces  of  Local  Sovereignty  impotent  by  ignoring  them  for 
the  time  being.  British  statesmanship  in  the  nineteenth  century 
followed  the  lead  of  British  political  philosophy  in  drawing  a  sharp 
distinction  between  the  political  and  the  economic  plane  of  social 
life.  It  made  the  bold  assumption  that,  in  the  modern  Western 
World,  the  traditional  prerogatives  of  Local  Sovereignty — which 
included  the  right  of  going  to  war — would  never  in  future  be  abused 
to  an  extent  which  would  make  it  impossible  to  operate  the  new 
economic  system  on  that  world-wide  scale  which  was  the  only  scale 
on  which  it  could  be  operated  with  profit  or  indeed  operated  at  all. 
For  the  immediate  future,  British  statesmanship  trusted  in  its 
ability  to  keep  the  peace  by  the  exercise  of  British  diplomacy  in¬ 
visibly  supported  by  British  sea-power.  In  the  further  future,  it 
looked  forward  to  a  time  when  the  gossamer  network  of  economic 
relations,  which  British  trade  and  industry  and  finance  were  quietly 
but  busily  weaving  round  the  world,  would  have  been  woven  so  thick 
and  strong  that  the  giant  of  Local  Sovereignty  would  wake  up,  too 
late,  to  find  himself  fast  bound,  hand  and  foot,  as  Gulliver  woke  to 
find  himself  the  prisoner  of  the  Lilliputians.  In  that  day,  the  British 
economic  world  order  would  be  safe  from  destruction,  because  its 
most  formidable  potential  assailant  would  be  immobilized.  The 
British  policy  was  to  play  for  time  ;  and,  in  the  estimation  of  British 
statesmanship,  time  was  on  the  British  side.  For  it  was  assumed  that 
Gulliver  had  already  made  some  progress  towards  a  state  of  grace.  It 
was  assumed  that,  after  1815,  the  political  forces  of  Local  Sovereignty 
would  not  again  break  out  into  another  general  war  until  they  had 
been  so  effectively  immeshed  in  the  new  world-wide  economic  web 
that,  even  if  the  will  one  day  returned,  they  would  find  themselves 
deprived  of  the  power  to  work  their  ancient  havoc.1 

1  For  this  assumption  on  the  part  of  the  British  governing  class  in  the  nine¬ 
teenth  century,  see  Chapter  IV,  ‘  The  Remedy  of  the  New  World  ’,  in  The  Age  of 
the  Chartists,  1832-1854,  by  J.  L.  Hammond  and  Barbara  Hammond  (London, 
1930,  Longmans  Green),  especially  the  following  quotation,  on  p.  39,  in  foot¬ 
note  1,  from  the  introduction,  by  an  anonymous  citizen  of  Manchester,  to 
a  book  entitled  Manchester  in  1844  by  a  French  observer,  Fauchet: 

‘The  past  history  of  our  race  proclaims  the  supremacy  of  force,  the 
selfishness  of  empire,  and  the  subjugation  of  mankind,  as  the  prevailing 
aspect  of  society.  But  the  rise  and  progress  of  the  industrial  arts,  and 
the  extension  of  beneficent  commerce  indicate,  in  terms  too  plain  to  be 
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This  tacit  assumption  that  a  certain  minimum  measure  of  world¬ 
wide  political  good  sense  and  good  will  and  moderation  could  be 
taken  for  granted  was  the  political  basis  on  which  the  British  econo¬ 
mic  world  order  was  confidently  erected  ;  and  this  basis  was  dealt  its 
first  resounding  blow  when  the  great  deeps  were  loosed  in  the  General 
War  of  1914-18.  The  intimate  interdependence  of  all  communities 
and  the  stupendous  material  ‘drive’  behind  all  actions,  which  the 
new  economic  technique  had  introduced,  now  proved  to  have  in¬ 
vested  the  institution  of  Local  Sovereignty,  and  its  traditional 
corollary  the  institution  of  War,  with  an  unprecedented  potency  for 
destruction  ;x  and,  long  before  the  War  of  1914-18  was  over,  it  became 
evident  that,  even  if  Western  Society  were  so  fortunate  as  to  survive 
this  war,  it  could  hardly  look  forward  to  surviving  another  war  under 
the  new  conditions.  Accordingly,  during  the  ‘post-war’  years,  ‘the 
outlawry  of  war’  became  the  principal  international  goal  of  human 
endeavours  and  a  major  concern  of  international  statesmanship. 
A  record  of  the  difficult  and  laborious  but  earnest  and  persistent 
efforts  to  solve  the  problem  of  Security  and  Disarmament  has  formed 
the  main  thread  of  the  History  of  the  Peace  Conference  of  Paris  and  of 
this  Survey  of  International  Affairs,  down  to  and  including  the  volume 
dealing  with  the  year  1930.  The  driving  force  behind  these  efforts 
was  signalized  in  simple  and  forcible  phrases  on  the  8th  January, 
1926,  by  an  English  statesman,  Mr.  Stanley  Baldwin,  who  was  at 
that  time  Prime  Minister  of  His  Britannic  Majesty’s  Government  in 
Great  Britain. 

Who  in  Europe  does  not  know  that  one  more  war  in  the  West  and 
the  civilization  of  the  ages  will  fall  with  as  great  a  shock  as  that  of 
Rome  ?2 

The  efforts  which  this  dreadful  knowledge  had  called  forth  had  borne 
fruit,  after  long  preparations  and  many  heart-burnings,  in  the 
arrangement  for  a  World  Disarmament  Conference  to  meet  on  the 
2nd  February,  1932. 3  During  the  twelve  years  that  had  elapsed 
between  the  settlement  of  this  date  by  the  Council  of  the  League  of 
Nations  on  the  25th  January,  1931,  and  the  opening  of  the  Peace 
Conference  of  Paris  on  the  12th  January,  1919,  the  wrorld-wTide  con¬ 
centration  of  interest  and  anxiety  upon  this  problem  of  ‘  the  outlawry 
of  war’  had  been  steadily  growing  in  intensity.  The  fear  of  another 

misunderstood,  the  real  destiny  of  society,  and  the  existence  of  a  new  epoch 
which  shall  substitute  the  ploughshare  for  the  sword,  and  the  loom  for  the 
battery.  The  cause  of  industry  is  the  cause  of  humanity.’ 

1  On  this  point,  see  the  Survey  for  1928,  loc.  cit. 

2  This  passage  has  been  quoted  already  in  the  Survey  for  1928,  on  p.  9. 

3  See  the  Survey  for  1930,  p.  124. 
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general  war  appeared  to  increase  as  the  efforts  to  exclude  the  possi¬ 
bility  of  such  a  catastrophe  came  to  a  head  ;  and  on  the  21st  January, 
1931,  four  days  before  the  League  Council’s  decision  regarding  the 
date  on  which  the  World  Disarmament  Conference  was  to  meet, 
another  international  assemblage  of  statesmen,  which  happened  to 
be  in  simultaneous  session  at  Geneva — the  Commission  of  Inquiry 
for  European  Union — found  it  advisable  to  contradict  the  current 
rumours  of  the  imminence  of  another  general  war  by  issuing  an 
explicit  dementi.1 

Thus,  at  the  opening  of  the  year  1931,  the  will  to  secure  the 
maintenance  of  peace  and  the  fear  of  relapsing  into  war  were  more 
prominent  than  ever  in  the  forefront  of  international  politics. 
Twelve  months  later,  at  the  opening  of  the  year  1932,  the  problem 
of  peace  and  war  was  just  as  grave  and  just  as  urgent  as  it  had  ever 
been ;  yet  the  focus  of  interest  and  anxiety  now  lay  elsewhere.  On 
the  1st  January,  1932,  when  the  date  fixed  for  the  opening  of  the 
World  Disarmament  Conference  was  now  only  one  month  ahead,  the 
people  of  the  world  seemed  to  have  become  oblivious  of  an  imminent 
event  which  had  been  heralded  in  advance,  in  January  1931,  as  the 
most  important  international  conference  which  would  have  met 
since  the  Peace  Conference  itself.  The  people  of  the  world  were  also 
receiving  with  equal  indifference  the  latest  bad  news  of  the  Japanese 
military  operations  in  Manchuria,2  though  these  were  a  far  graver 
and  more  formidable  breach  of  peace  and  violation  of  international 
obligations  than  the  Bolivian-Paraguayan  affray  of  19283  or  the 
Graeco -Bulgarian  affray  of  19254  which  had  evoked  such  rapid  and 
effective  mobilizations  of  international  public  opinion.  It  was  partly 
owing  to  this  apathy  of  public  opinion  at  the  time  of  need  that  the 
Council  of  the  League  of  Nations  had  proved  unexpectedly  nerveless 
in  its  handling  of  the  Far  Eastern  crisis  of  1931-2  after  having  shown 
itself  unexpectedly  energetic  and  effective  in  the  Balkan  crisis  of  1925 
and  in  the  South  American  crisis  of  1928.  On  those  previous  occasions, 
the  people  of  the  ‘  post-war  ’  world  had  supported  the  existing  inter¬ 
national  agencies  for  preserving  peace  with  a  promptness  and  a  vigour 
which  showed  their  clear  comprehension  of  the  truth  that,  in  the 
existing  state  of  Society,  their  lives  and  fortunes  were  at  stake  in 
any  breach  of  the  peace,  however  trivial  or  remote  it  might  appear  to 
be.  Why  was  it  that  they  failed  to  react  with  proportionate  energy, 

1  See  the  Survey  for  1930,  pp.  30  and  141-2. 

2  See  the  present  volume,  Part  IV,  section  (iii )(b). 

3  See  the  Survey  for  1930,  Part  V,  section  (viii). 

4  See  the  Survey  for  1925,  vol.  ii,  Part  II  E,  section  (vii). 
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at  the  turn  of  the  years  1931  and  1932,  to  a  far  more  flagrant  and 
serious  breach  in  a  region  which  lay  near  to  the  economic  as  well  as 
the  political  heart  of  the  contemporary  world  I1  The  indifference  of 
public  opinion  to  the  Far  Eastern  crisis  in  particular  and  to  the 
problem  of  security  and  disarmament  in  general  at  the  beginning  of 
1932  was  due  to  pre-occupation  with  a  more  imminent  and  still  more 
deadly  peril  which  had  presented  itself  in  the  course  of  the  year  1931. 

The  ‘post-war’  generation  in  this  latter  year  was  like  an  explorer 
who  finds  himself  drifting,  in  a  frail  bark,  intended  only  for  the 
navigation  of  quiet  waters,  down  the  main  current  of  a  huge  and 
headstrong  and  uncharted  river.  Having  all  but  perished  in  one 
turbulent  cataract,  the  navigator  is  bent  upon  steering  his  craft  into 
an  alternative  channel,  or  beaching  her  and  continuing  his  journey 
on  dry  land,  before  the  next,  and  possibly  quite  unnavigable,  cataract 
is  reached  in  the  course  along  which  his  boat  is  being  borne  by  the 
current.  Suddenly,  however,  at  an  abrupt  bend  in  the  channel,  he 
sees,  not  a  cataract,  but  a  sheer  fall  ahead ;  and,  as  the  quickening 
waters  whirl  him  forward  towards  an  apparently  unescapable 
destruction,  he  ceases  to  think  or  care  about  the  less  imminent  and 
less  unfamiliar  and  less  deadly  danger  of  another  cataract  which  has 
hitherto  obsessed  him.  A  similar  transfer  of  interest  and  anxiety  took 
place,  in  the  hearts  and  minds  of  the  people  of  the  ‘post-war’  world, 
in  the  course  of  the  year  1931.  The  menace  of  war,  w'hich  had  obsessed 
them  during  the  preceding  decade,  was  not  a  danger  that  was  either 
quite  immediate  or  quite  unknown.  The  rhythm  of  peace  and  war 
during  the  four  most  recent  centuries  of  Western  history  indicated 
that  a  general  war  on  the  scale  of  1914-18  was  apt  to  be  followed  by 
a  period  of  immunity  which  might  last  for  a  quarter  or  a  third  of 
a  century.  In  their  efforts  to  take  advantage  of  this  time  of  grace  in 
order  to  secure  immunity  for  ever,  the  ‘post-war’  generation  were 
seeking  to  avert  a  calamity  which  threatened  their  children  rather 
than  themselves ;  and  even  if  their  efforts  came  to  naught  and  war 
broke  out  again  in  the  fullness  of  time  as  it  had  always  broken  out 
before,  the  possibility  of  escape  from  destruction  was  even  now  not 
altogether  ruled  out  in  their  minds  ;  for,  although  the  new  conditions 
of  social  organization  and  economic  technique  had  enhanced  the 
destructiveness  of  war  to  a  degree  at  which  the  difference  was  equiva¬ 
lent  to  a  difference  in  kind,  an  irrational  feeling  remained  that  war, 
however  much  it  might  change  for  the  worse,  was  in  its  essence  an 
old  and  familiar  social  evil  in  which  Mankind  had  frequently  indulged 

1  For  the  ‘post-war’  role  of  the  Far  East  as  one  of  two  poles  of  international 
tension,  the  other  pole  being  Europe,  see  the  Survey  for  1930,  pp.  1-5. 
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in  the  past  without  invariably  fatal  consequences.  Even  so,  the 
prospect  of  another  war  under  the  new  conditions  had  been  sufficiently 
terrible  to  produce,  in  the  ‘post-war’  generation,  the  psychological 
effect  which  has  been  described  above.  And  this  fear  could  not  have 
been  driven  into  the  background  by  any  preoccupation  except  the 
fear  of  some  other  catastrophe  which  was  more  imminent,  more 
comprehensive,  more  unfamiliar,  and  more  deadly.  The  preoccupa¬ 
tion  which  drove  the  fear  of  war  into  the  background  in  1 931  (without, 
of  course,  any  diminution  of  the  danger  of  war  as  an  objective 
possibility)  was  the  fear  of  a  general  breakdown  and  stoppage  in  the 
mechanism  of  society,  and  a  general  disintegration  of  its  fabric — a 
catastrophe  which  was  now  apparently  threatening  to  overtake  the 
Western  World,  not  at  a  distance  of  some  ten  or  twenty  years,  but 
perhaps  not  further  off  than  ten  or  twenty  months  or  weeks  ahead. 

We  must  now  attempt  to  analyse  the  nature  and  trace  the  course 
of  this  unprecedented  crisis  which  marked  out  the  year  1931  from  its 
predecessors  as  annus  terribilis ;  but,  before  this  attempt  is  made, 
it  must  be  confessed  in  parenthesis  that  the  problems  of  perspective 
and  proportion,  which  always  beset  the  contemporary  historian, 
were  peculiarly  difficult  in  this  instance. 

For  the  contemporary  historian,  observing  and  writing  while  the 
crisis  was  at  its  height,  there  was  not  only  the  obvious  difficulty  in 
the  time -dimension  which  is  inherent  in  contemporaneity ;  there  was 
also  a  special  difficulty  in  the  space-dimension  as  well ;  for  although 
it  was  manifestly  of  the  essence  of  the  international  situation  in  1931 
that  a  single  identic  crisis  was  afflicting  the  whole  world,  it  was  also 
one  o‘f  the  many  paradoxical  features  of  the  situation  that  this  crisis 
one  and  indivisible  wore  not  merely  different  but  profoundly  and 
irreconcilably  different  aspects  according  to  the  local  standpoints 
from  which  it  was  viewed.  In  consequence,  a  factor  which  is  normally 
an  aid  to  the  contemporary  historian  created  in  this  instance  an 
additional  obstacle.  Normally,  the  diversity  in  the  aspect  of  one  and 
the  same  event  or  phenomenon,  as  viewed  from  different  local  stand¬ 
points,  assists  the  contemporary  historian  to  obtain  in  the  space- 
dimension  the  perspective  which  the  time-dimension  cannot  offer  to 
him  as  it  offers  it  to  historians  of  the  more  distant  past.  By  taking 
the  bearings  of  his  contemporary  object  of  study  from  various  local 
observation-posts  and  then  combining  these  several  readings  into 
a  single  formula,  the  student  is  able  to  bring  the  object  into  focus  and 
to  calculate  its  position  and  to  measure  its  dimensions  with  some 
approach  to  objectivity,  even  though  the  time-vista  is  denied  to  him. 
In  application,  however,  to  the  crisis  of  1931  this  trigonometrical 
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method  of  contemporary  study  failed  to  yield  the  usual  returns,  for 
in  this  survey  the  local  bearings,  instead  of  converging  on  one  point, 
diverged  from  one  another  into  space  in  order  to  meet,  if  anywhere, 
at  infinity. 

This  abnormal  divergence  affects  the  assumptions  that  have  been 
made  in  the  foregoing  pages.  It  has  been  assumed  that,  in  the  year 
1931,  an  economic  world  order  of  mainly  British  origin  and  British 
texture  was  the  prevailing  framework  or  embodiment  of  Western 
Society  ;  that  this  economic  world  order  was  in  danger  of  breakdown 
and  disintegration ;  and  that,  in  its  ordeal,  the  existence  of  Western 
Society  itself  was  at  stake.  This  was  the  aspect  of  the  crisis  as 
viewed  at  the  turn  of  the  years  1931  and  1932,  from  an  observation 
point  in  England,  by  one  observer  of  English  origin  and  upbringing ; 
and  the  same  aspect  apparently  presented  itself  in  the  view  of  most 
other  observers  in  England  and  in  Germany  with  whom  the  present 
writer  had  opportunities  of  discussing  the  situation.  On  the  other 
hand,  his  discussions  with  observers  from  America  and  from  France 
appeared  to  reveal,  in  their  minds,  a  view  of  the  crisis  which  was 
scarcely  recognizable  as  a  picture  of  the  same  object  of  vision.  The 
prevailing  French  and  American  view  was  that  the  crisis,  though 
perhaps  unprecedentedly  severe,  was  not  altogether  different  in  kind 
from  other  ‘  slumps  ’  which  had  been  encountered  and  surmounted  in 
the  course  of  the  century  or  so  during  which  the  existing  economic 
world  order  had  been  in  operation.1 

The  confrontation  and  comparison  of  these  two  conflicting  views 
failed  to  yield  the  historian  any  clear  and  certain  results  ;  for  the  two 
views  had  no  significant  feature  in  common ;  they  differed  in  their 
essence ;  and  these  essential  points  of  difference  could  be  accounted 
for  in  every  case  by  some  subjective  consideration.  The  Germans 
and  the  English  were  the  chief  sufferers  in  1931  from  the  disorganiza¬ 
tion  of  an  economic  world  order  of  which  the  British  had  been  the 
principal  artificers.  The  French  and  the  Americans,  on  their  side, 
were  open  to  the  imputation  of  being  mainly  responsible  for  the 
disorganization.  These  considerations  justified  the  historian  in 

1  A  distinguished  economist  who  was  kind  enough  to  read  this  chapter  in 
typescript  comments  as  follows  on  this  paragraph:  ‘The  divergent  interpreta¬ 
tions  of  the  present  crisis  which  you  give  as  indicating  a  clash  between  the 
Anglo-German  view  on  the  one  hand,  and  the  French-American  view  on  the 
other,  seems  to  me  really  more  a  contrast  between  different  professional  out¬ 
looks  than  different  national  standpoints.  A  large  number  of  English  economists, 
for  example,  would  give  just  the  interpretation  of  the  depression  which  you 
attribute  to  the  French  and  Americans,  namely  that  of  an  exceptionally  severe 
cyclical  depression.  On  the  other  hand,  I  expect  historians  in  France  and 
America  would  take  a  different  view.’ 
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discounting  the  Anglo -German  view  and  the  Franco -American  view 
alike  as  mirages  evoked  by  the  distorting  lens  of  subjectivity;  but 
in  this  instance  the  searchlight  of  criticism  left  the  critic  groping  in 
the  dark,  since  it  failed  to  give  the  usual  revelation  of  objective  truth 
in  the  partial  coincidence  of  two  subjective  outlooks.  In  these 
circumstances,  perhaps  the  best  service  which  the  writer  can  perform 
for  the  reader  is  to  reproduce  the  British  and  German  and  French 
and  American  views  as  he  saw  them,  side  by  side,  without  either 
discarding  any  one  of  them  or  attempting  to  bring  them  all  into  a 
single  focus. 

British  minds  were  profoundly  perturbed  at  the  crisis  of  1931 
because,  in  the  prevailing  British  view,  the  crisis  portended  a  general 
collapse  of  the  British  economic  world  order  which  had  been  shaken 
first  by  the  General  War  of  1914-18.  The  question  whether  the 
damage  inflicted  by  the  War  upon  the  British  system  would  prove 
to  be  partial  or  general,  reparable  or  irreparable,  had  been  weighing 
upon  British  minds  since  the  restoration  of  peace.  It  was  formulated, 
for  example,  within  the  first  year  after  the  Armistice,  in  the  follow¬ 
ing  terms : 

What  shall  we  do  to  be  saved  ?  For  ...  it  is  a  solemn  thing  for  the 
British  Commonwealth  to  stand  almost  solitary  amid  the  ruins  of  four 
great  empires  overthrown  by  the  war.  When  a  fire  sweeps  through 
a  forest,  some  trees  crash  or  are  consumed,  while  another  stands  upright 
after  the  flames  have  died  away.  But  has  it  cheated  destiny  ?  For  even 
if  it  puts  forth  fresh  leaves  at  the  return  of  spring,  its  trunk  may  be 
charred  within  and  hollow.  Nothing  can  test  it  but  the  winter  storms, 
and  the  first  gale  may  send  it  crashing  down  to  lie  beside  the  blackened 
trunks  of  its  former  peers — -their  proud  survivor  by  a  season.  The 
British  Commonwealth  stands  in  some  such  posture  in  the  reconstruc¬ 
tion  period.  It  no  longer  shines  up  against  the  dark  foil  of  the  Hohen- 
zollern,  Hapsburg,  Romanov  and  'Osmanli  Empires.  Their  sins  have 
found  them  out,  and  with  their  disappearance  our  sins  will  come  into 
clearer  perspective.1 

During  the  decade  following  the  Armistice  of  1918,  the  British  system 
had  enjoyed  a  respite  ;  and  British  statesmanship  had  made  some  use 
of  this  period  of  grace  by  taking  part  in  co-operative  international 
endeavours  to  secure  ‘the  outlawry  of  war’  and  to  solve  the  problem 
of  Disarmament  and  Security.  This  policy  rested  on  the  assumption 
that  the  damage  done  in  the  War  of  1914-18  was  both  partial  and 
reparable,  and  that,  in  spite  of  that  great  catastrophe,  the  economic 
world  order — of  which  modern  Britain  was  both  the  mother  and  the 
child,  the  senior  trustee  and  the  principal  beneficiary — might  still  be 

1  This  passage  will  be  found  in  The  Bound  Table,  No.  37,  December  1919, 

p.  86. 
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saved  from  the  effects  of  this  visitation  and  be  rendered  permanently 
immune  from  a  recurrence  of  such  visitations  in  future.  This  hope 
was  blighted  by  the  onset  of  the  economic  blizzard  which  was  blowing 
through  the  forest  in  1931.  As  the  huge  tree  rocked  and  groaned 
under  the  buffets  of  the  gale,  those  who  found  themselves  standing 
beneath  its  swaying  boughs — once  a  safe  shelter,  now  a  possible 
menace — were  conscious  of  hearing  ominous  sounds:  sounds  which 
seemed  to  indicate  that  the  ordeal  of  1914—18  might,  after  all,  have 
damaged  the  existing  world  order  beyond  repair  and  have  rendered 
it  incapable  of  surviving  another  ordeal  of  equal  severity. 

Moreover,  since  burning  questions  are  apt  to  illuminate  their  own 
antecedents,  it  was  occurring  to  British  minds,  in  the  light  of  the 
issue  which  they  were  facing  in  1931,  that  the  crisis  had  possibly 
been  precipitated  rather  than  originated  by  the  War ;  that  its  origins 
might  be  traceable  much  further  back ;  and  that  its  intensity  might 
be  the  cumulative  effect  of  forces  which  had  long  been  gathering 
head.  In  this  perspective,  the  crisis  of  1931  presented  itself  as  the 
catastrophic  resolution  of  certain  conflicting  forces  which  had  been 
in  conflict  not  only  since  1914  but  almost  since  the  foundation  of  the 
British  economic  world  order.  The  crisis  of  1931  might  be  explained 
as  the  outcome  of  two  social  processes — dilution  and  disintegration 
— which  had  both  been  at  work  for  at  least  a  century. 

It  was,  indeed,  almost  inevitable  that  the  British  feat  of  imposing 
a  British  economic  system  upon  the  World  should  sooner  or  later 
evoke  energetic  reactions  of  a  disruptive  tendency — partly  in  negative 
resistance  to  the  British  pressure  and  partly  in  positive  emulation 
of  the  British  achievement.  In  fact,  all  the  parties  whom  the  British 
had  dominated — the  subject  Orientals,  the  overseas  peoples  in  their 
leading-strings,  and  the  Continental  European  Powers  in  their 
gossamer  bonds — took  steps,  at  an  early  date,  to  hold  their  own 
against  the  dominant  partner  in  the  system  expressly  in  order  to 
secure  for  themselves  some  share  of  the  freedom  and  the  wealth  and 
the  power  which  were  at  once  the  cause  and  the  effect  of  the  British 
hegemony.  The  politically  autonomous  countries  (including  all  the 
self-governing  dominions  of  the  British  Crown,  as  well  as  the  sove¬ 
reign  independent  Powers  on  the  Continent  of  Europe  and  overseas) 
succeeded,  for  their  part,  in  securing  economic  self-determination 
behind  the  shelter  of  tariff-walls,  which  were  reinforced,  after  the 
War  of  1914-18,  by  immigration  restrictions  and  by  manipulations 
of  credit  and  currency ;  the  politically  subject  Oriental  peoples  suc¬ 
ceeded,  in  varying  degrees,  in  emancipating  themselves  on  the 
political  plane  as  well.  The  common  goal  of  all  these  endeavours  was 
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to  establish,  in  some  sixty  or  seventy  separate  sections  of  the  Earth’s 
surface,  an  equal  number  of  fully  industrialized,  fully  parliamen- 
tarized,  and  fully  self-governing  communities  on  the  pattern  of  Great 
Britain  herself.  It  was  certainly  natural  that  these  endeavours  should 
be  made  and  perhaps  inevitable  that  they  should  succeed ;  but  it  was 
also  logically  fated  that  they  should  defeat  their  own  ends ;  for  the 
coveted  freedom  and  wealth  and  power  of  the  classic  British  industrial 
revolutionists  had  depended  on  their  having  a  free  hand  for  their 
ability  and  a  world-wide  field ;  and  these  were  two  assets  which  could 
not  be  partitioned  without  being  destroyed. 

The  life  of  ‘the  Great  Society’  was  being  threatened  in  1931  by 
two  social  diseases  which  were  antithetical  in  their  natures  but  which 
yet  did  not  neutralize  one  another  because  they  were  attacking 
different  parts  of  the  social  system.  On  the  economic  plane,  the 
processes  of  dilution  and  disintegration  were  producing  an  over¬ 
regimentation  which  threatened  Society  with  death  by  petrifaction. 
On  the  political  plane,  the  same  processes  were  producing  an  anarchy 
which  threatened  the  same  Society  simultaneously  with  death  through 
chaos.  Class -warfare  and  economic  nationalism  were  cramping  the 
supple  movements  of  an  economic  system  which  required  a  free  hand 
for  ability  in  a  world-wide  field  in  order  to  work  effectively.  At  the 
same  time,  political  nationalism  and  race -feeling  were  making  it 
more  and  more  difficult  to  organize  and  ensure  the  universal  peace 
which  the  economic  world  order  required  for  its  political  framework. 
In  general,  the  peoples  and  the  countries  of  the  world  were  dis¬ 
integrating  into  an  ever  larger  number  of  ever  smaller  and  ever  less 
harmonious  fragments  in  an  age  when  technical  progress  was  ever 
more  insistently  demanding  that  all  major  social  operations  should 
be  conducted  on  a  world-wide  scale.  The  crisis  of  1931  might  be 
described  as  a  crisis  in  a  secular  struggle  between  oecumenicalism  and 
parochialism,  or,  again,  in  a  struggle  between  the  implications  of 
a  new  industrial  technique  and  the  habits  of  a  pre-industrial  tradition. 

The  crisis  which  wore  this  aspect  from  a  British  standpoint  looked 
strangely  different  from  a  German  or  American  or  a  French  point  of 
view.  The  Germans  and  Americans  both  took  their  stand,  like  the 
English,  on  the  economic  plane,  but  they  both  differed  from  the 
English  in  taking  a  parochial  and  not  an  oecumenical  view.  On  the 
other  hand,  the  French  resembled  the  English  in  taking  an  oecumeni¬ 
cal  view,  but  differed  from  them  in  thinking  in  military  and  political 
and  cultural  rather  than  in  economic  terms. 

The  Germans,  in  1931,  were  mainly  conscious  of  their  own  Sisyphean 
economic  labours.  Within  a  period  of  six  decades,  they  had  twice 
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succeeded,  by  the  application  of  colossal  industry  and  intelligence, 
in  winning  for  Germany  a  leading  place  in  the  economic  w'orld  order 
which  Britain  had  first  called  into  existence.  They  had  achieved  this 
feat  first  between  1871  and  1914  in  rivalry  with  the  British,  and  then 
again,  between  1923  and  1930,  under  an  Anglo-American  aegis  ;  and, 
each  time,  their  work  had  come  to  naught  at  the  point  of  achieve¬ 
ment.  As  for  1914,  they  were  perhaps  now  prepared  to  admit,  in  their 
heart  of  hearts,  that  they  had  brought  disaster  upon  themselves  by 
failing  to  act  up  to  their  responsibilities  for  the  maintenance  of  peace  ; 
but  now,  in  1931,  when  the  German  Sisyphus  had  just  rolled  his  stone 
up  to  the  summit  of  the  mountain  for  the  second  time  in  a  shorter 
number  of  years  under  more  adverse  conditions,  he  saw  his  work 
again  in  danger  of  being  undone  and  this  time  through  no  false  move 
of  his  own  but  through  the  collapse  of  the  mountain  itself  in  a  seismic 
convulsion.  Exhausted,  discouraged,  self-centred,  and  wrought  up 
to  a  painfully  high  pitch  of  nervous  tension,  the  Germans  were  now 
passively  awaiting  the  issue  of  a  crisis  which  they  felt  themselves 
powerless  to  avert  or  even  to  influence. 

The  Americans  resembled  the  Germans  in  the  parochialism  of  their 
outlook  but  differed  from  them  entirely  in  their  mood.  While  the 
Germans  in  1931  were  in  a  mood  of  strained  despair,  the  Americans 
were  in  a  mood  of  bewildered  indignation.  They  had  been  suddenly 
disappointed  of  certain  expectations  which  they  had  come  to  regard 
as  being  not  only  fully  justified  but  also  fully  assured ;  and  their 
predicament  had  the  double  sting  of  an  unsolved  puzzle  and  an  un¬ 
merited  outrage.  The  ancestors  of  the  American  People  of  1931,  from 
the  Pilgrim  Fathers  down  to  the  last  Sicilians  and  Slovaks  and 
Ashkenazim  who  managed  to  run  the  gauntlet  of  the  immigration 
authorities  and  take  out  their  naturalization  papers  before  the 
catastrophe  of  1914,  had  all  come  to  America  in  the  same  frame  of 
mind.  They  had  shaken  the  dust  of  Europe  off  their  feet  and  had 
crossed  the  Atlantic  in  the  spirit  of  a  Chosen  People,  making  their 
pilgrim’s  progress  from  out  of  a  house  of  bondage  into  a  Promised 
Land.  For  a  people  brought  up  in  this  intellectual  and  emotional 
tradition,  the  dogma  that  their  country  was  an  alter  orbis  and  that 
they  themselves  were  not  as  other  men  were  was  not  an  audacious 
paradox  but  an  unquestionable  truism ;  and  this  American  faith  had 
been  fortified  by  the  empirical  confirmation  of  a  century  and  a  half 
during  which  it  had  not  been  contradicted  by  experience.  From  the 
termination  of  the  American  Revolutionary  War  until  the  outbreak 
of  the  General  War  of  1914-18,  the  American  People  had  in  fact 
succeeded  in  keeping  themselves  free  from  foreign  political  entangle- 
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merits  and  in  concentrating  their  thoughts  and  wills  and  energies, 
undistracted,  upon  the  economic  task  of  conquering  Physical  Nature 
from  coast  to  coast  of  the  Continent  which  was  embraced  within  the 
political  frontiers  of  the  Union. 

It  was  true  that,  even  in  that  age,  the  political  isolation  and 
economic  self-sufficiency  of  the  United  States  had  been  by  no  means 
perfect ;  for  the  North  American  Continent  could  not  have  been 
opened  up  with  that  unparalleled  speed  and  vigour  if  Great  Britain 
had  not  co-operated  by  contributing  capital  and  immigrants  and  by 
offering  a  market  for  American  products,  of  which  cotton  was  only 
one.  Unwittingly  but  unmistakably,  the  American  People  became 
enrolled,  in  the  course  of  the  nineteenth  century,  in  ‘the  Great 
Society '  of  the  economic  world  order  which  the  British  were  building 
up.  Their  membership  had  been  demonstrated,  in  a  sensational  way, 
by  their  ultimate  inability  to  avoid  intervention  in  the  General  War 
of  1914-18 ;  but,  after  the  Armistice,  they  had  violently  recoiled  from 
an  unpalatable  truth  and  had  continued,  ever  since,  to  kick  lustily 
against  the  pricks.  The  United  States  had  striven  to  recapture  her 
lost  political  isolation  by  declining  to  ratify  the  Peace  Treaty  of 
Versailles  and,  in  the  same  stroke,  declining  to  join  the  League  of 
Nations.  She  had  striven  to  attain  an  economic  self-sufficiency  which 
she  had  never  enjoyed,  and  which  it  was  impossible  for  any  country 
to  enjoy  so  long  as  the  existing  economic  world  order  was  in  force, 
by  raising  her  tariff-wall  to  an  almost  unscalable  height  and  by 
reducing,  almost  to  vanishing  point,  the  stream  of  immigration  from 
Europe  as  well  as  from  Asia.1  Yet  her  economic  industrialization, 
which  made  her  increasingly  dependent  upon  the  world  market,  and 
her  political  individualism,  which  made  her  obstinately  insistent  upon 
the  discharge  of  Inter-Ally  Debts,  worked  together  mightily,  during 
the  ‘post-war’  years,  to  implicate  the  United  States  more  and  more 
deeply  in  the  world  economic  order,  willy-nilly.  Her  avoidance  of 
optional  political  entanglements,  such  as  formal  membership  in  the 
actual  League  of  Nations,  could  not  dispense  her  from  her  automatic 
membership  in  ‘  the  Great  Society  ’  on  the  economic  plane ;  and  it 
was  in  vain  that  President  Coolidge  proclaimed  ‘Normalcy’  and 
President  Hoover  ‘Prosperity’  as  the  sign  under  which  the  Chosen 
People  in  the  Promised  Land  were  to  conquer  Fate  during  their 
respective  terms  of  office.  The  truth  that  ‘no  man  liveth  to  himself 
and  no  man  dieth  to  himself’  was  revealed,  for  those  who  had 
eyes  to  see,  by  the  break  on  Wall  Street  in  October  1929  still  more 
manifestly  than  it  had  been  revealed  twelve  years  earlier  by  the 
1  See  the  Survey  for  1924,  Part  I  B,  section  (ii). 


20  THE  WORLD  CRISIS  Parti 

outbreak  of  war  between  the  United  States  and  Germany  on  the 
6th  April,  1917. 

The  storm,  of  which  the  American  financial  crash  in  the  autumn 
of  1929  had  been  the  opening  thunder-clap,  had  greatly  increased  in 
fury,  in  America  as  elsewhere,  by  the  year  1931;  but  in  the  last 
month  of  that  year  the  temper  and  behaviour  of  the  Congress  at 
Washington  showed  that,  even  if  American  bankers  had  winced  at 
the  lightning  and  seen  the  light,  American  politicians  were  still  blind 
to  the  signs  of  the  times.  The  politicians  were  still  professionally 
reflecting  the  impulses  of  a  nation  which  was  obstinately  attempting 
to  keep  its  footing  in  the  economic  world  of  a.d.  1931  without 
deviating  from  the  political  paths  of  a.d.  1783. 

To  a  foreign  observer  the  American  state  of  mind  in  1931  was  an 
extraordinary  psychological  spectacle.  Here  was  a  nation  which  set 
greater  store  by  a  high  standard  of  material  well-being  than  any 
other  nation  in  the  contemporary  world,  and  which  also  had  greater 
power  than  any  other  nation  at  the  moment  to  do  those  things 
which  were  necessary  for  material  salvation.  Moreover,  a  long  and 
successful  struggle  with  Physical  Nature  had  induced  in  this  nation 
a  drastic  and  impatient  temperament.  Given  these  facts,  a  political 
arithmetician  would  predict  that,  in  the  circumstances  of  1931,  the 
American  People  would  throw  themselves  into  the  task  of  salvaging 
the  economic  world  order,  with  which  their  own  material  fortunes 
were  bound  up,  with  ten  times  the  energy  that  they  had  thrown  into 
the  task  of  winning  the  World  War  in  1917.  In  1931,  they  had  the 
double  incentive  of  averting  a  great  national  disaster  and  winning 
a  great  national  reward;  for  if  America  were  now  to  take  up  and 
carry  upon  her  Atlantean  shoulders  the  burden  of  maintaining  the 
economic  world  order  which  Britain  had  been  accustomed  to  bear, 
the  economic  world  order  might  be  saved  from  destruction  by 
American  efforts  in  order  to  gravitate  thenceforward  round  an 
American  centre.  The  financial  sceptre  would  then  pass  from  London 
to  New  York.  Here,  assuredly,  was  an  enterprise  calculated  to  arouse 
American  enthusiasms  and  to  call  out  American  energies  in  full  blast ! 
Yet  the  a  'priori  calculations  of  theory  were  completely  contradicted 
by  the  facts  of  observation.  In  the  crisis  of  1931,  the  American 
Jeshuron  was  playing  as  negative  a  part  as  the  German  Sisyphus — 
a  subject  for  satire  to  which  only  a  Voltaire  could  do  justice! 

A  Voltairean  scepticism  was  oddly  blended  with  the  faith  of  a  Joan 
of  Arc  in  the  state  of  mind  which  in  1931  appeared  to  be  prevalent 
in  France. 

The  dominant  position  in  the  world  which  France  occupied  in  this 
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year  was  both  an  intellectual  and  a  moral  stumbling-block  to  the 
English-speaking  peoples.  A  French  hegemony  at  this  time  of  day 
seemed  to  them  both  unnatural  and  improper ;  and  as  French 
dominance  rapidly  developed,  in  the  course  of  the  year,  from  a 
fantastic  possibility  into  a  hard  and  crucial  fact,  it  came  to  stand, 
in  English  and  American  minds,  as  the  supreme  symbol  of  the  topsy¬ 
turvydom — the  revolutionary  reversal  of  all  established  values  and 
proportions  and  expectations — which  was  the  essence  of  the  crisis. 
This  new  aspect  of  France  was  in  flat  contradiction  not  only  to  the 
recent  experience  of  the  English-speaking  peoples  but  to  their  whole 
conception  of  the  evolution  of  human  affairs  from  a  distant  past 
towards  a  distant  future.  This  conception  had  been  acquired  with 
Protestantism  and  inspired  by  a  reading  of  the  Old  Testament  in 
which  the  English-speaking  peoples  had  confidently  substituted 
their  own  images — a  British  or  American  or  Australian  Israel — for 
the  Semitic  Chosen  People.  Even  in  sophisticated  British  or  American 
minds,  it  was  a  deeply  embedded  article  of  faith  that  the  future 
belonged  to  the  English-speaking  peoples  and  that  France — like 
Spam  or  Byzantium  or  Rome  or  Babylon — was  now  no  more  than 
a  ghost  of  the  transcended  past.  On  this  ‘Anglo-Saxon’  view,  the 
role  of  France  in  history  had  been  played  out,  more  than  a  century 
back,  when  Napoleon  I  had  repeated,  for  the  second  and  last  time, 
Louis  XIV’s  vain  attempt  to  unify  the  Western  World  politically, 
by  force  of  arms,  in  a  French  military  empire.  The  sordid  epilogue 
of  Napoleon  III,  which  had  ended  so  disastrously  and  disgracefully 
in  the  War  of  1870-1,  might  be  morally  retrieved  by  French  heroism 
in  the  War  of  1914-18;  but,  in  ‘Anglo-Saxon’  opinion,  France  had 
purchased  a  euthanasia  at  the  price  of  hastening  her  jDhysical  disso¬ 
lution.  ‘Dead  on  the  field  of  honour’  was  the  tribute  which  British 
and  American  admirers  were  inclined  to  pay  to  France  on  Armistice 
Day,  1918;  and  in  retrospect  they  saw  the  whole  of  modern  French 
history  as  one  of  those  things  that  had  providentially  worked  to¬ 
gether  for  the  good  of  the  latter-day  heirs  of  the  Covenant.  Whether 
as  an  enemy  captained  by  a  Napoleon,  or  as  an  ally  in  1914-18, 
France  had  fulfilled  her  destined  function  in  history  by  ministering 
to  the  divinely-appointed  advancement  of  her  English-speaking 
neighbours. 

This  ‘Anglo-Saxon  ’  attitude  of  mind  was  quite  unable  to  accommo¬ 
date  itself  to  the  situation  of  1931.  It  was  impossible  to  reconcile 
the  fixed  idea  with  the  revolution  in  the  facts ;  for  in  1931  the  domi¬ 
nance  of  France  had  grown  far  beyond  the  limits  of  that  old-fashioned 
military  dominance,  within  the  narrow  bounds  of  the  smallest  of  the 
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Continents,  which  the  English-speaking  Powers  had  left  to  France 
in  the  peace  settlement  as  a  consolation  prize.  In  1931,  France  was 
the  dominant  military  Power  in  Europe  in  the  air  as  well  as  on  land ; 
she  was  executing  a  naval  programme— in  submarines,  destroyers, 
and  cruisers — which  was  causing  uneasiness  to  the  Admiralty  in 
Whitehall.1  Above  all,  she  had  extended  her  potency  into  the  field 
of  international  finance.  In  1931,  the  Bank  of  England  was  shocked 
to  find  itself  dependent  on  the  Bank  of  France,  and  the  Federal 
Reserve  Bank  to  find  itself  not  altogether  independent  of  French 
good  will,  notwithstanding  the  excess  of  American  over  French 
accumulations  of  gold.2  This  new — or,  rather,  renascent — financial 
potency  of  France  (transitory  though  it  might  prove  to  be)  was 
perhaps  the  most  disconcerting  fact  of  all,  since  it  had  come  to  be  an 
‘Anglo-Saxon’  postulate  that  the  English-speaking  countries  should 
be  rich  and  the  Continental  European  countries  poor.  On  the 
morrow  of  the  General  War  of  1914-18,  this  postulate  had  been 
satisfied  more  amply  than  ever  before  ;  and  the  change  in  the  balance 
of  financial  power  between  1926  and  1931  took  the  English-speaking 
peoples  completely  by  surprise. 

The  French,  on  the  other  hand,  were  not  surprised  at  the  reversal 
of  fortune  which  manifested  itself  in  1931,  since  the  new  situation 
answered  to  the  expectations  of  French  scepticism  and  of  French 
faith  alike.  French  scepticism  had  always  seen  through  the  preten¬ 
sions  of  France’s  long  succession  of  ephemeral  rivals,  while  French 
faith  had  never  ceased  to  behold  France  herself  as  a  Mother  of 
Western  Civilization,  the  heart  of  Europe,  Hellados  Hellas.  Tenacious 
of  the  will  to  live  and  confident  in  France’s  destiny,  French  minds 
accepted  the  situation  of  1931  as  a  tardy  restoration  of  the  normal 
state  of  affairs,  and  dismissed  the  dark  decades  that  had  followed 
1871  as  one  of  those  occasional  interludes  in  the  long  and  glorious 
course  of  French  history  in  which  the  brilliance  of  France  had 
temporarily  gone  dim — only  to  shine  out  again,  in  the  end,  still  more 
dazzling  by  contrast. 

In  the  international  landscape,  as  it  appeared  to  French  eyes  in 
1931,  the  outstanding  feature  was  the  discomfiture  of  all  the  parvenus. 
Italy,  whose  voice  had  sometimes  been  loud  and  her  gestures  menacing 
since  the  advent  of  the  Fascist  regime,  was  now  quiet  and  gentle. 
Germany,  who  had  captured  the  hegemony  of  Europe  in  1871  and 
had  grasped  at  world  dominion  in  1914,  was  now  suffering  the 
agonies  of  the  peine  forte  et  dure  in  the  iron  ring  forged  round  her 

1  See  the  Survey  for  1930,  Part  I,  section  (ii) ;  and  the  present  volume, 
Part  II,  section  (iv).  2  See  pp.  96,  124,  125-6,  191,  and  220-1,  below. 
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by  France  and  her  ‘post-war’  allies.  The  whole  overseas  world  was 
beggared  and  demoralized  by  the  catastrophic  fall  in  the  world 
prices  of  food-stnffs  and  raw  materials;  and  the  English-speaking 
peoples,  in  particnlar,  having  dedicated  themselves  to  the  service 
of  Mammon,  had  been  prostrated  by  the  downfall  of  the  divinity 
in  whom  thay  had  put  their  trust.  The  American  colossus,  which 
had  bestridden  the  Old  and  New  Worlds  during  the  ‘post-war’  decade, 
had  suddenly  and  ignominiously  collapsed:  a  discredited  idol  with 
conspicuous  feet  of  clay.  And  as  for  the  British,  who  had  considered 
themselves  the  definitive  victors  in  the  long  Anglo-French  duel  which 
had  begun  in  1692  and  had  ended  in  1815 — was  it  possible,  after  all, 
that,  in  the  fullness  of  time,  the  second  Hundred  Years’  War  had 
worked  itself  out  to  the  same  denouement  as  the  first  ?  In  the 
medieval  struggle  between  England  and  France,  the  victories  had 
been  English  but  the  victory  French.  In  the  Napoleonic  Wars  the 
English  had  flattered  themselves  that  the  distribution  of  volatile 
glory  and  solid  advantage  had  been  reversed ;  and,  as  the  Industrial 
Revolution  presented  British  enterprise  with  a  world-wide  economic 
empire  which  made  Napoleon’s  military  empire  seem  puny  and 
transient  by  comparison,  British  captains  of  industry  and  finance 
had  laughed  at  the  great  French  soldier’s  misjudged  contempt  for 
‘a  nation  of  shopkeepers’.  In  making  that  judgment  his  own, 
Napoleon,  with  the  French  respect  for  intellect,  had  been  following 
the  Physiocrats:  a  French  school  of  social  philosophers  who  had 
prophesied  the  triumph  of  an  agricultural  France  and  the  downfall 
of  a  commercial  England  on  the  theory  that  agriculture  was  natural 
and  fundamental  and  everlasting  whereas  commerce  was  artificial 
and  secondary  and  ephemeral.  In  the  immediate  sequel  the  British 
had  been  delighted  to  see  academic  theory  refuted,  as  usual,  by  plain 
facts;  and  now,  in  the  more  distant  sequel,  in  this  year  1931,  the 
French  took  delight,  in  their  turn,  in  seeing  the  French  intellect 
vindicated.  It  now  appeared  that,  after  all,  the  Physiocrats  had  not 
been  wrong  in  their  forecast.  They  had  only  been  put  in  the  wrong 
because  their  sharp  French  wits  had  penetrated  so  far  into  the  future 
that  they  had  foreseen  as  imminent  a  process  which  was  destined  to 
occupy  more  than  a  century.  Their  time -scale  had  been  foreshortened 
because  their  range  of  intellectual  vision  had  been  longer  than  they 
had  realized. 

Thus  in  French  eyes  in  1931  the  parvenus  countries,  one  and  all, 
had  fallen  back  into  their  historic  places  and  France  had  resumed 
her  own  historic  place  in  the  centre  of  the  stage.  Since  the  first 
emergence  of  Western  Society,  France  had  been  the  protagonist  in 
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the  drama.  The  great  acts  of  Western  History — the  Crusades  and 
the  Grand  Siecle  and  the  Revolution  and  the  Victory  of  1918 — had 
been  gesta  Francorum.  The  rest  had  been  the  by-play  of  minor 
characters. ^In  this  universe,  France  was  alpha  and  omega,  the  morn¬ 
ing  and  the  evening  star ;  and  even  if  the  sun  of  Western  Civilization 
were  really  now  not  far  from  setting,  the  star  of  France  would  shine 
all  the  brighter  through  the  fading  twilight.  If  Night  had  to  return, 
France  could  face  the  darkness  with  equanimity  so  long  as  her  star 
was  the  brightest  in  the  heavens. 

This  was  the  French  outlook  and  temper  in  1931  as  it  appeared  to 
an  English  observer  in  his  conversations  with  Frenchmen  at  the  time : 
an  outlook  of  self-assured  expectancy  and  a  temper  of  self -controlled 
exhilaration.  And  was  the  French  outlook  or  the  British  the  closer 
to  reality  ?  A  Russian  Communist  observer  in  this  critical  year  would 
probably  have  dismissed  this  last  question  as  idle,  on  the  ground  that 
both  these  outlooks  were  utterly  illusory.  The  Englishman  was  afraid 
that  the  British  economic  system  might  be  breaking  up  ;  the  French¬ 
man  was  confident  that  the  intrinsic  political  and  cultural  superiority 
of  France  was  re-asserting  itself.  Yet  these  hopes  and  fears  were  both 
alike  bound  up  with  the  existence  of  a  moribund  society  which  now, 
in  Communist  eyes,  was  actually  in  articulo  mortis.  Let  the  dead  bury 
their  dead,  while  the  living  devoted  themselves  to  creating  a  new 
heaven  and  a  new  earth. 

Whatever  the  Russian  Communists’  state  of  mind  may  have  been 
in  1931,  their  outward  behaviour  at  least  was  unmistakable,  and  it  can 
be  described  in  one  sentence.  It  was  an  attitude  of  studious  reserve. 
In  1931,  the  Soviet  Government  strenuously  avoided  any  entangle¬ 
ment — political  or  economic — hi  the  affairs  of  a  distracted  world. 
On  the  economic  plane,  they  took  only  a  minor  part  in  the  desultory 
and  inconclusive  international  consultations,  recorded  below,  in 
regard  to  gold  and  credits  and  tariffs  and  inter-Governmental  debts. 
On  the  political  plane,  Moscow  made  no  sign  when  the  Japanese  Army 
in  Manchuria  trespassed,  in  its  militant  adventure,1  upon  the  Chinese 
Eastern  Railway — a  joint  Sino -Russian  concern  over  which  the 
Soviet  Government  had  asserted  their  treaty  rights  with  some  energy 
when  these  rights  had  been  violated  by  the  Chinese  in  1929. 2  In  1931, 
the  Soviet  Government  were  allowing  no  provocation  to  influence 
their  policy ;  and  their  policy  was  to  watch  and  wait  and  work  at  the 
Five  Year  Plan. 

The  spectacle  of  Russian  Communism  gazing  at  the  Western 

1  See  the  present  volume,  Part  IV,  section  (hi)  ( b ). 

2  See  the  Survey  for  1929,  Part  IV  A,  section  (iv). 
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Capitalist  World  in  this  year  of  crisis  can  best  be  conveyed  in  the 
imagery  of  a  Roman  poet. 

Haud  igitur  leti  praeclusa  est  ianua  coelo 

Nec  soli  terraeque  neque  altis  aequoris  undis, 

Sed  patet  imrnane  et  vasto  respectat  hiatu.1 

Yet  the  British  observer,  if  he  might  allow  himself  the  last  word, 
could  point  out  that  the  disbelief  in  the  survival  power  of  the  British 
economic  order — a  disbelief  which  was  professed  in  1931  by  Russian 
and  French  lips  alike — was  not  being  translated  into  action  in  either 
of  the  countries  where  it  was  the  prevalent  doctrine  of  the  day.  If  the 
existing  economic  world  order  were  really  a  city  of  destruction,  then 
salvation  lay  in  a  timely  retreat  from  the  city  to  the  fields  and  from 
the  factory  to  the  hand-loom  and  the  spinning  wheel.  In  one  great 
country,  one  great  man  was  preaching  this  very  policy  at  the  time. 
But  Mr.  Gandhi's  lead  in  this  matter  was  being  followed  only  per¬ 
functorily  even  by  his  own  co-religionists  and  fellow-countrymen ; 
while  the  people  of  Russia  and  France  were  being  led  by  deliberate 
policy  or  ch'iven  by  the  irresistible  movement  of  blind  social  forces 
in  exactly  the  opposite  direction.  In  the  ‘pre-war’  age,  Russia  had 
been  a  primitive  agricultural  country  with  only  an  exotic  super¬ 
structure  of  Westernized  commerce  and  finance  and  industry,  while 
France  had  been  one  of  the  least  industrialized  countries  of  Western 
Europe.  In  the  ‘post-war’  period,  the  most  conspicuous  economic 
and  social  development  in  Russia  and  in  France  alike  was  the  rise 
in  importance  of  industry  as  compared  with  agriculture  and  of  the 
urban  proletariat  as  compared  with  the  peasantry.  In  1931,  France 
now  found  herself  one  of  the  foremost  industrial  countries  of  the 
West  in  virtue  of  the  ‘dis -annexation’  of  Alsace-Lorraine  and  the 
reconstruction  of  the  devastated  areas,  while  the  U.S.S.R.  was 
engaged  in  an  ambitious  attempt  to  achieve  public  mass -production 
on  a  scale  which  would  dwarf  the  private  American  feats  of  a 
Singer  and  a  Ford.  If  the  existing  economic  world  order  were  the 
city  of  destruction  that  it  appeared  to  be  in  some  of  the  flickering 
cross-lights  of  the  thunderstorm,  then  it  was  perhaps  the  strangest 
sight  in  an  altogether  extraordinary  scene  to  watch  the  loudest 
prophets  of  doom  insistently  pushing  their  way  in  through  the 
city-gates  at  this  eleventh  hour,  when,  on  their  own  testimony, 
the  annihilating  bolt  was  poised,  ready  to  be  hurled,  in  Jupiter’s 
hand.  Were  these  prophets  false  or  true  ?  And  was  the  thunderbolt 
a  grim  reality  or  a  terrifying  myth?  In  January  1932  these 
pertinent  questions  were  quite  impossible  to  answer. 

1  Lucretius  Y,  373-5,  quoted  on  the  title-page  of  the  Survey  for  1920-3. 


26 


THE  WORLD  CRISIS 


Part  I 


(b)  Stresses  and  Strains 

The  web  of  international  affairs,  as  it  wove  itself  in  the  year  1931, 
was  not  all  of  one  texture  throughout.  The  earlier  part  of  the  year 
was  a  time  of  stresses  and  strains ;  the  second  part  saw  the  beginning 
of  a  violent  resolution  of  forces.  During  the  earlier  months,  the 
stream  of  events  was  flowing,  as  usual,  through  a  number  of  separate 
channels ;  during  the  latter  months,  the  waters  mingled  in  one  mighty 
and  impetuous  torrent.  This  acceleration  in  the  pace  and  accentua¬ 
tion  in  the  gravity  of  the  crisis  occurred  in  the  late  spring  or  early 
summer,  at  a  season  which  might  rather  have  been  expected  to  bring 
with  it  a  relaxation  of  pressures  and  a  lightening  of  cares.  This 
change  for  the  worse,  which  had  been  taking  place  for  some  time 
under  the  surface  without  being  realized,  or  at  any  rate  without  being 
faced,  by  people  at  large,  was  brought  to  public  notice  abruptly  by 
the  announcement  of  the  collapse  of  the  Austrian  Credit- Anstalt  fiir 
Handel  und  Gewerbe  on  the  11th  May;  and  the  news  precipitated 
a  number  of  movements  which  had  been  held  in  check,  though  this 
with  increasing  difficulty,  until  that  moment.  The  11th  May  is  there¬ 
fore  a  convenient  conventional  date  for  demarcating  the  first  from 
the  second  phase  of  the  year. 

It  may  be  useful  to  make  some  survey  of  the  first  phase,  in  ‘cross- 
section’,  before  attempting  to  deal  with  the  second  phase  in  a  unitary 
narrative  as  the  unity  of  the  events  in  this  latter  phase  requires. 

On  the  broad  field  of  world  affairs,  the  various  existing  organs  of 
co-operative  international  action  were  doing  their  best,  during  the 
early  months  of  1931,  to  cope  with  the  crisis,  in  its  various  facets, 
with  the  aid  of  expert  skill  and  knowledge. 

On  the  25th  January,  1931,  the  Council  of  the  League  of  Nations 
decided  that  the  World  Disarmament  Conference  should  open  on  the 
2nd  February,  1932  (a  decision,  implementing  the  work  of  many 
years,  which  afterwards  fell  into  oblivion  until  the  date  fixed  had 
almost  arrived). 

The  problem  of  wheat — the  most  important  of  all  those  foodstuffs 
and  raw  materials  which  had  been  falling  in  price  catastrophically 
as  the  crisis  developed1 — was  also  the  subject  of  active  international 
consultation.  On  the  14th  February,  a  delegation  appointed  by  the 
Finance  Committee  of  the  League  of  Nations  to  prepare  a  plan  for 
the  organization  of  an  International  Institute  of  Agricultural  Credits 
finished  its  first  session  and  reported  that  the  creation  of  an  institute 
to  serve  as  an  intermediary  between  the  agriculturists  of  Central  and 

1  See  the  Survey  for  1930,  Part  VI,  section  (i)  ( d ). 
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Eastern  Europe  and  the  financial  market  seemed  to  be  both  feasible 
and  desirable.  On  the  23rd-25th  February,  the  question  of  disposing 
of  available  surplus  stocks  of  wheat  was  debated  by  a  conference  of 
twenty-four  European  states  which  had  been  called  by  the  Commis¬ 
sion  of  Inquiry  for  European  Union  (a  regional  organization  which 
had  been  fitted  into  the  oecumenical  framework  of  the  League).1  On 
the  26th-28th  February,  in  immediate  succession  to  this  conference 
and  in  the  same  place,  there  was  a  meeting  of  another  conference, 
likewise  appointed  by  the  Commission  of  Inquiry  for  European  Union 
and  composed  of  the  representatives  of  eleven  European  states,  which 
attempted  to  devise  permanent  measures  for  the  absorption  of  sur¬ 
plus  crops  of  cereals  in  future.  On  the  26th  March-4th  April,  an 
international  conference  preparatory  to  the  Second  World'  Wheat 
Conference,  which  was  to  be  held  in  1932,  was  in  session  at  the 
International  Institute  of  Agriculture  in  Rome.  On  the  20th-22nd 
April  there  met  at  Geneva  a  sub -committee  appointed  by  the  Com¬ 
mission  of  Inquiry  for  European  Union  to  follow  the  preparation, 
by  the  League  of  Nations  Financial  Committee,  of  the  scheme  for 
an  international  agricultural  mortgage  bank. 

The  crucial  question  of  tariffs  was  handled,  in  the  course  of  the 
same  months,  in  an  international  conference  as  well  as  in  bilateral 
negotiations  between  particular  Governments.  On  the  16th- 18th 
March,  the  third  League  Conference  for  Concerted  Economic  Action 
('Tariff  Truce  Conference’)  sat  in  Geneva — only  to  adopt  a  report 
declaring  that  the  signatories  of  the  convention  which  had  been 
adopted  at  the  first  Tariff  Truce  Conference  in  19302  were  unable 
to  fix  the  date  for  the  entry  of  the  convention  into  force.  As  between 
particular  Governments,  British  notes,  suggesting  a  reduction  of 
import  duties  on  certain  goods  exported  from  Great  Britain,  were 
sent  to  France,  Italy,  Germany,  and  other  countries  during  the 
second  week  in  February ;  and  during  the  third  week  in  April  repre¬ 
sentatives  of  the  French  Ministry  of  Commerce  visited  London  to 
discuss  tariff  questions  and  prepare  the  way  for  the  negotiation  of 
a  new  commercial  treaty.  On  the  whole,  the  efforts  made,  on  both 
lines,  in  1931,  to  lessen  the  impediment  of  national  tariffs  to  inter¬ 
national  trade,  produced  little  or  no  result — at  any  rate,  no  result 
in  any  degree  proportionate  to  the  strain  which  tariff  barriers  were 
imposing  at  this  time  upon  the  economic  life  of  the  world.  The  only 
concrete  achievement  in  this  field  was  the  Austro-German  draft 
agreement  for  a  customs  union ;  and  this  was  eventually  frustrated 

1  See  the  Survey  for  1930,  Part  II  A. 

2  See  op.  cit.,  Part  VI,  section  (ii). 
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by  the  political  opposition  of  France,  as  is  recorded  below  a  propos 
of  the  European  situation.1 

In  the  earlier  months  of  1931,  the  European  situation  was  sub¬ 
stantially  what  it  had  been  in  1930  ;  and  perhaps  no  single  statement 
could  go  further  than  this  towards  accounting  for  the  acuteness  of 
the  world  crisis ;  for  in  1930  the  state  of  tension  in  Europe  had  been 
extreme.2  In  1931,  the  witches’  cauldron  was  still  boiling  and 
bubbling  over — a  perennial  volcano  which  in  this  year  was  erupting 
through  three  separate  craters.  In  the  first  place  there  were  troubles 
of  the  traditional  European  kind:  a  republican  revolution  in  Spain, 
an  outbreak  of  pronunciamientos  in  Portugal,  a  deadlock  between 
Church  and  State  in  Malta.3  In  the  second  place  there  were  troubles 
arising  from  the  General  War  of  1914-18  and  its  aftermath:  the 
failure  (within  an  ace  of  success)  to  secure  the  agreement  between 
France  and  Italy  which  was  the  necessary  coping-stone  for  the  com¬ 
prehensive  naval  agreement  between  the  British  Empire,  the  United 
States,  and  Japan,  which  had  been  achieved  in  1930  at  the  London 
Naval  Conference  ;4  the  trouble  caused  by  the  perverse  ingenuity  of 
German  naval  experts  in  managing  to  construct  ‘  pocket  battleships  ’ 
without  infringing  the  terms  of  the  Peace  Treaty  of  Versailles  ;5  the 
trouble — ever  more  acute — between  Poland  and  Germany  over  the 
ci-devant  Prussian  territories  which  had  been  assigned  to  Poland  in 
the  peace  settlement ;  and  the  internal  trouble  in  Germany  which  was 
due — at  any  rate  in  the  almost  unanimous  opinion  of  the  Germans 
themselves — to  the  situation  in  which  Germany  found  herself  under 
the  ‘post-war’  international  regime.  In  the  earlier  months  of  1931, 
this  internal  trouble  in  Germany  had  already  come  to  a  point  at 
which  it  was  producing  strong  and  disturbing  repercussions  abroad. 
It  was  keeping  alive  the  secular  conflict  between  Germany  and 
Prance — the  third  and  most  serious  of  the  maladies  from  which 
Europe  was  suffering — and  it  was  also  aggravating  the  world  econo¬ 
mic  crisis  in  a  manner  that  became  apparent  in  the  second  part  of 
the  year,  when  the  crisis  entered  upon  its  catastrophic  phase. 

The  Spanish  revolution  of  1931  was  a  belated  spasm  in  a  long 
series  of  revolutions,  inspired  by  the  French  ideas  of  1789,  which  had 
agitated  Europe  from  the  convocation  of  the  States  General  by 
Louis  XVI  down  to  the  suppression  of  the  Paris  Commune  in  1871. 
True  to  type,  this  latter-day  Spanish  revolution  was  anti-monarchist, 

1  See  Part  III  A. 

2  See  the  Survey  for  1930,  Part  I,  section  (i). 

3  This  will  he  dealt  with  in  a  subsequent  volume. 

4  See  the  Survey  for  1930,  Part  I,  section  (ii),  and  the  present  volume, 

Part  II,  section  (iv).  6  See  the  Survey  for  1929,  pp.  60-2. 
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anti-clerical,  and  bourgeois  (notwithstanding  the  ‘post-war’  phrase¬ 
ology  of  the  new  constitution,  in  which  the  Spanish  state  was  styled 
a  ‘workers’  republic’).  This  resurrection  of  nineteenth-century  con¬ 
tinental  Liberalism  at  Madrid  was  ill  received  at  Rome  by  both  the 
Fascist  Government  and  the  Holy  See,  which  had  publicly  con¬ 
gratulated  one  another,  only  two  years  before,  in  concluding  the 
Lateran  Agreements,  that  they  had  now  finally  buried  the  corpse  of 
their  common  bugbear.1 

The  republican  movement  which  overthrew  the  monarchy  in  Spain 
in  1931  had  a  long  tradition  behind  it  which  was  reinforced  by  the 
personal  unpopularity  of  King  Alfonso.  It  was  widely  believed  in 
Spain  that  the  King  had  been  personally  responsible  for  the  Spanish 
military  disaster  at  Anwal,  in  Morocco,  on  the  22nd  July,  1921, 2  and 
that,  in  order  to  prevent  this  responsibility  from  coming  to  light,  he 
had  instigated  the  military  coup  d’etat  of  the  12th  September,  1923, 
which  had  subjected  Spain  to  the  dictatorial  regime  of  General  Primo 
de  Rivera’s  Directorate.  By  the  time  of  the  expiry  of  this  regime  on 
the  28th  January,  1930,  the  hostility  in  Spain  against  King  Alfonso 
in  person  and  against  the  monarchy  in  principle  had  become  wide¬ 
spread  and  implacable,  and  in  1931  the  King  found  it  impossible  to 
save  his  throne  any  longer  either  for  himself  or  for  his  dynasty. 

At  the  beginning  of  the  year,  this  old-fashioned  political  issue  in 
Spain  was  rapidly  coming  to  a  head.  On  the  8th  February,  decrees 
were  issued  ordering  elections  for  the  Cortes  on  the  1st  March  (for 
the  Chamber)  and  the  15th  March  (for  the  Senate),  and  at  the  same 
time  restoring  constitutional  guarantees  and  liberty  of  propaganda. 
On  the  14th  February,  the  King  signed  a  decree  cancelling  the  elec¬ 
tions,  and  the  Cabinet  resigned,  whereupon,  on  the  16th  February, 
the  King  asked  a  Liberal  statesman,  Sehor  Sanchez  Guerra,  to  form 
a  Cabinet  to  preside  over  Cortes  Constituyentes  (a  constituent 
assembly).  On  the  17th,  Sehor  Guerra  abandoned  his  attempt,  and 
on  the  18th  a  Cabinet  was  formed  by  Captain -General  Aznar;  but 
this  makeshift  administration  was  the  King’s  last  respite ;  and  his 
position  was  now  so  weak  that  an  indirect  blow  sufficed  to  overthrow 
it.  This  blow  was  delivered  on  the  12th  April,  when  municipal  elec¬ 
tions,  held  throughout  the  country,  resulted  in  many  republican  gains 
in  the  larger  towns.  On  the  14th  April  a  republic  was  proclaimed, 
and  the  King  left  Madrid  en  route  for  the  frontier.  This  Spanish 
revolution  had  two  definite  effects  on  the  general  European  situation. 
It  was  the  first  signal  reassertion  of  Liberalism  and  Parliamentarism 

1  See  the  Survey  for  1929,  Part  Y,  section  (i). 

2  See  the  Survey  for  1925,  vol.  i,  pp.  114—17. 
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on  the  Continent  since  the  Neo-absolutism  of  the  ‘post-war’  period 
had  made  its  debut,  more  than  eight  years  before,  in  the  Fascist 
revolution  in  Italy.  In  the  second  place,  the  Spanish  revolution 
set  the  seal  on  the  triumph  of  the  principle  of  nationality  in  the 
political  articulation  of  Europe  by  giving  ‘  self-determination  ’  to  the 
Catalans :  the  last  of  the  submerged  nationalities  of  Europe  that  had 
remained  without  any  territorial  expression  of  nationhood. 

As  for  the  Portuguese  military  revolts  which  were  reported  from 
Madeira  on  the  4th  April,  1931,  and  from  the  Azores  on  the  12th  of 
the  same  month,  they  were  merely  symptoms  of  that  chronic  state 
of  superficial  effervescence  which  had  been  characteristic  of  the 
tropical  countries  of  Latin  America  for  a  century  and  which  had 
likewise  become  the  state  of  Portugal  since  the  overthrow  of  the 
Portuguese  monarchy  in  1910.  On  the  19th  April  it  was  announced 
simultaneously  that  the  Portuguese  rebels  in  the  Azores  had  sur¬ 
rendered  and  that  a  revolution  in  the  Central  American  Republic  of 
Honduras  had  broken  out.1  At  Madeira,  an  expeditionary  force 
dispatched  by  the  Lisbon  Government  landed  on  the  27th  April,  and 
the  revolt  there  was  reported  to  be  at  an  end  on  the  2nd  May. 

In  Malta,  the  deadlock  between  Church  and  State,  which  had 
arisen  in  January  1929,  was  still  unresolved  when  the  members  of 
the  British  Royal  Commission  of  Inquiry  arrived  at  Valetta  on  the 
19th  April.2 

In  the  aftermath  of  the  War  of  1914-18,  the  unsolved  problem 
that  loomed  largest  in  the  earlier  months  of  1931  was  still  the 
question  of  Security  and  Disarmament,  and  the  most  urgent  piece 
of  business  on  the  agenda  was  the  Franco -Italian  naval  controversy 
which  had  proved  intractable  during  the  London  Five-Power  Naval 
Conference  of  1930. 3  The  Franco-Italo-British  naval  negotiations  of 
1930-1  are  dealt  with  in  detail  in  another  part  of  the  present  volume.4 
In  this  place,  it  is  sufficient  to  mention  the  visit  of  two  British 
Cabinet  Ministers — the  Foreign  Secretary,  Mr.  Henderson,  and  the 
First  Lord  of  the  Admiralty,  Mr.  Alexander — to  Paris  and  Rome  and 
then  to  Paris  again  on  the  23rd  February- 1st  March,  1931.  On  the 
1st  March,  when  the  French  Government  agreed  to  an  arrangement 
which  had  already  been  accepted  by  the  Italian  Government,  the 
British  statesmen  believed  that  their  mission  had  been  crowned  with 

1  For  the  Panamanian  revolution  of  the  2nd  January,  1931,  and  the  series 
of  Latin-American  revolutions  in  the  year  1930,  see  the  Survey  for  1930, 
Part  Y,  especially  pp.  372-6. 

2  The  history  of  this  Maltese  affair  will  be  recorded  in  a  subsequent  volume. 

3  See  the  Survey  for  1930,  Part  I,  section  (ii). 

4  See  Part  II,  section  (iv). 
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success  and  that  the  comprehensive  three-Power  naval  agreement, 
which  had  been  achieved  in  London  on  the  22nd  April,  1930,  had 
now  virtually  been  extended  to  include  Italy  and  France  as  well  as 
Great  Britain,  the  United  States,  and  Japan.  On  the  26th  March, 
however,  various  differences  of  opinion,  which  had  arisen  over  the 
translation  of  the  terms  arranged  on  the  1st  March  into  technical 
form,  were  the  subject  of  a  conversation  in  Paris  between  Monsieur 
Briand  and  Mr.  Henderson ;  by  the  3rd  April,  when  the  experts  who 
were  attempting  to  draft  a  treaty  adjourned  for  Easter,  it  had  become 
clear  that  the  differences  were  serious ;  and  a  conversation  between 
Monsieur  Briand  and  the  Italian  Ambassador  in  Paris  on  the  4th  April 
did  not  provide  a  solution.  On  the  23rd  April,  new  French  proposals, 
dealing  with  the  contentious  points,  were  presented  to  the  British 
and  to  the  Italian  Governments.  On  the  25th  April  a  British  note, 
virtually  rejecting  the  French  proposals,  was  dispatched  from  London 
to  Paris,  and  an  Italian  note,  in  the  same  sense,  was  presented  on 
the  4th  May. 

Thais  a  volte  face  on  the  French  Government’s  part  destroyed  the 
hope  of  success — or,  rather,  the  belief  that  success  had  actually  been 
achieved — which  had  been  created  by  the  French  Government’s 
acceptance  of  an  arrangement  on  the  1st  March.  Therewith,  there 
disappeared,  for  an  indefinite  time  to  come,  the  hope  of  securing 
a  comprehensive  naval  limitation  agreement  between  all  five  of  the 
principal  naval  Powers  of  the  world.  The  failure  was  serious,  in  view 
of  the  approach  of  the  World  Disarmament  Conference  ;x  for  a  com¬ 
prehensive  five -Power  naval  agreement  was  an  almost  indispensable 
framework  for  gripping  the  formidable  problems  of  disarmament  in 
Europe  in  the  air  and  on  land.  If  the  Conference  were  to  open  with 
this  framework  still  incomplete,  it  would  enter  upon  its  task  under  a 
serious  handicap ;  and  this  prospect  was  brought  within  sight  by  the 
lapse  of  the  Italo -Franco -British  naval  arrangement  less  than  a  year 
before  the  Conference  was  due  to  meet.  Considering  the  importance 
of  the  issues  involved  in  the  success  or  failure  of  the  World  Disarma¬ 
ment  Conference,  the  breakdown  of  the  three-Power  naval  negotia¬ 
tions  in  April  1931  was  an  untoward  event ;  and,  in  the  state  of  mind 
that  had  prevailed  during  the  previous  year,  the  Franco -Italian  naval 
controversy  would  have  been  in  the  forefront  of  public  interest  and 
anxiety  throughout  the  nine  months  preceding  the  assemblage  of  the 
Disarmament  Conference  on  the  2nd  February,  1932.  As  it  was, 
the  naval  problem  fell  into  oblivion,  just  at  the  moment  when  it 
was  in  need  of  special  consideration  and  special  effort,  because  the 
1  See  the  Survey  for  1930,  Part  V,  section  (iv). 
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breakdown  of  the  naval  negotiations  in  April  1931  was  immediately 
followed  and  obscured  by  the  series  of  sensational  economic  disasters 
which  began  in  May. 

Thereafter,  the  only  event  in  the  naval  sphere  which  attracted 
international  attention  was  the  launching  of  the  German  ‘pocket 
battleship’  Deutschland  by  President  Hindenburg  at  Kiel  on  the 
19th  May — an  event  which  added  another  complication  to  the  dis¬ 
armament  problem  and  another  obstacle  to  the  success  of  the 
Disarmament  Conference  by  stimulating  a  movement  in  France  for 
building  capital  ships  to  counter  this  unexpected  revival  of  German 
sea-power. 

German  apologists  for  the  ‘pocket  battleship’  policy  declared  (in 
the  common  form  of  all  apologists  for  all  armaments)  that  the 
intended  function  of  this  new  German  class  of  warship  was  not 
offensive  but  defensive.  The  purpose,  it  was  explained,  was  to  secure 
to  the  German  navy  a  sufficient  command  of  Baltic  waters  to  enable 
it  in  all  circumstances  to  keep  open,  by  sea,  the  communications 
between  the  main  body  of  Germany  and  East  Prussia,  even  if  these 
communications  were  interrupted  on  land.  These  German  apologists 
professed  to  fear  a  Polish  filibustering  expedition  against  East  Prussia 
in  the  manner  of  General  Zeligowski’s  coup  at  Vilna. 

This  scare  was  a  reaction  to  the  unsatisfactory  state  of  affairs  in 
the  ci-devant  German  Ostmark :  that  is,  the  former  Prussian  territories 
which  had  been  transferred  to  Poland  in  the  peace  settlement.  A 
record  of  this  stubborn  and  bitter  German-Polish  conflict  has  been 
given  in  previous  volumes  of  this  Survey f  and  the  narrative  will  be 
continued  in  a  subsequent  volume.  At  this  point  it  need  only  be 
mentioned  that  the  German-Polish  dispute  over  minorities  in  Silesia 
was  discussed  by  the  Council  of  the  League  of  Nations  on  the  20th 
January,  1931,  and  that  a  report  on  the  subject  wTas  adopted  by  the 
Council  on  the  24th  of  the  same  month. 

The  policy  of  the  German  Government  in  regard  to  both  naval 
construction  and  to  the  protection  of  the  German  minority  in  the 
Ostmark  was  largely  influenced  by  the  internal  political  situation  in 
Germany;  and  this  in  turn  was  governed  by  the  world  economic 
crisis,  which  was  being  felt  in  Germany  as  acutely  as  anywhere.  The 
economic  distress  in  Germany  found  vent  in  violent  political  move¬ 
ments  of  various  complexions:  in  Communism  among  the  working 
class  and  in  National  Socialism  among  the  bourgeoisie.  The  German 
National  Socialists  sought  an  explanation  for  the  economic  plight  of 

1  See  the  Survey  for  1920-3,  Part  III,  section  (ii)  3  (e),  and  the  Survey  for 
1925,  vol.  ii,  Part  II  D,  section  (i). 
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the  rising  generation  of  the  German  middle  class  in  the  special 
handicaps  and  disabilities  which  had  been  imposed  upon  Germany 
in  the  peace  settlement.  The  National  Socialist  policy  was  to  take 
vigorous  international  action  in  order  to  restore  Germany  to  a  status 
of  effective  equality  with  the  ex-victors  and  the  ex-neutrals  in  the 
War  of  1914-1S;  and,  short  of  coming  into  power  themselves,  Herr 
Hitler  and  his  colleagues  were  able  to  produce  a  considerable  effect 
upon  the  foreign  policy  of  Dr.  Briining’s  Government,  especially  in 
matters  on  which  the  hearts,  if  not  the  heads,  of  Germans  of  all 
parties  were  in  accord  with  the  National  Socialist  temper  and  out¬ 
look.  On  this  account,  the  internal  situation  of  Germany  had  been 
a  matter  of  international  importance  since  the  National  Socialists 
had  asserted  their  power  in  the  Reichstag  elections  of  September 
1930.1  The  situation  as  it  was  during  the  last  few  months  of  that 
year,  and  as  it  has  been  described  in  the  preceding  volume  in  this 
series,2  continued  to  develop  on  the  same  lines  in  1931. 

On  the  10th  February,  1931,  for  example,  the  National  Socialist 
and  Nationalist  deputies  marched  out  of  the  Reichstag  in  order  to 
give  a  demonstration  of  their  numbers  and  their  intransigence.  The 
economic  background  to  this  state  of  political  exasperation  was 
revealed  in  the  announcement,  made  on  the  1 1th  February,  that  at 
the  end  of  January  the  number  of  unemployed  in  Germany  had 
reached  the. figure  of  4,894,000.  On  the  26th  March,  the  Reichstag 
was  adjourned  until  October,  leaving  Dr.  Briining  and  his  colleagues 
in  the  Government  of  the  Reich  to  wrestle  with  their  difficulties 
without  either  parliamentary  obstruction  or  parliamentary  support. 
The  measure  of  these  difficulties  Was  given  by  the  terms  of  a  Presi¬ 
dential  decree,  investing  the  public  authorities  of  the  Reich  and  the 
Lander  with  far-reaching  powers  for  combating  political  violence, 
which  was  signed  on  the  28th  March,  and  by  the  provisional  returns 
for  the  financial  year  ending  the  31st  March,  1931,  which  were  made 
public  on  the  23rd  April.  These  returns  showed  that  the  customs 
and  taxation  revenue  had  fallen  short  of  the  estimates,  and  that  the 
loans  to  the  Unemployment  Insurance  Fund  had  exceeded  the  esti¬ 
mates,  to  amounts  which  would  produce  a  total  deficit,  on  the  Reich 
budget  for  the  outgoing  financial  year,  of  1,078,900,000  Marks. 

While  Germany,  the  European  Samson,3  thus  lay  fast  bound  in 
misery  and  iron,  the  Lords  of  the  Philistines,  who  had  caught  Samson 
at  a  disadvantage  and  had  shorn  him  of  his  strength  twelve  years 
before,  were  not  in  enjoyment  of  that  ease  of  body  and  mind  which 

1  See  the  Surveij  for  1930,  p.  8.  2  Op.  cit..  Part  I,  section  (i). 

3  For  Dr.  Kaas’s  simile,  see  op.  cit.,  p.  3. 
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the  discomfiture  of  their  great  enemy  was  to  have  conferred  on  them. 
The  ‘successor-states’  of  the  Hapsburg,  Hohenzollern,  and  Romanov 
Empires,  which  had  become  the  East-European  allies  of  France,  were 
agrarian  countries  with  annual  export-surpluses  of  cereals ;  and  they 
were  now  suffering  severely  from  the  collapse  in  the  prices  of  food¬ 
stuffs  and  raw  materials.  The  international  action  which  was  being 
taken  in  1931  with  a  view  to  alleviating  their  distress  has  been 
touched  upon  above.1  More  remarkable  were  the  symptoms  of 
economic  discomfort  which  began,  with  the  Oustric  financial  collapse 
and  political  scandal  of  November  1930,  to  become  apparent  in 
France  itself :  the  one  great  country  in  the  world  which  had  hitherto 
seemed  immune  from  the  general  economic  malady. 

On  the  19th  January,  1931,  for  example,  the  French  Cabinet 
decided  to  set  up  a  special  bureau  to  study  a  proposal  for  fixing  the 
price  of  wheat  which  had  been  put  forward  by  the  Minister  of  Agri¬ 
culture  ;  and  on  the  22nd  the  Government  resigned  because  a  motion 
of  confidence  on  the  question  of  fixing  the  price  of  wheat  had  been 
defeated  in  the  Chamber.  Meanwhile,  on  the  20th  January,  official 
figures  had  been  published  in  regard  to  French  foreign  trade  in  1930  ; 
and  these  figures  showed  an  adverse  balance  of  imports  over  exports 
which  amounted  to  9,514,717,000  francs  on  the  year’s  working.  The 
significance  of  this  figure  is  diminished  by  the  fact  that  ‘  invisible  ’ 
exports  were  not  included  in  the  account.  It  was  perhaps  more 
significant  that  the  figures  showed  a  considerable  decline  in  the  total 
volume  of  the  foreign  trade  of  France.  On  the  6th  February  the 
French  Government  made  public  the  results  of  an  official  inquiry 
into  unemployment  in  France,  which  showed  the  number  of  persons 
wholly  unemployed  at  about  350,000  and  the  number  of  those  only 
partly  unemployed  at  about  1,000,000.  An  account  of  the  measures 
which  the  Government  proposed  to  adopt  for  the  immediate  relief 
of  unemployment  was  given  to  the  Finance  Committee  of  the  French 
Chamber  by  the  Prime  Minister,  Monsieur  Laval,  on  the  18th 
February.  The  budget  for  the  financial  year  1931-2  passed  the 
Chamber  on  the  13th  March,  and  the  Senate  completed  its  revision 
of  the  Budget  Estimates  and  the  Revenue  Bill  on  the  30th.  On  this 
occasion  the  Budget  Minister,  Monsieur  Pietri,  admitted  that  the 
formal  balance  of  the  Budget  concealed  a  real  deficit,  as  had  been 
the  case  with  the  Budget  for  the  preceding  financial  year. 

Thus,  during  the  earlier  months  of  1931,  there  were  symptoms  that 
France,  at  last,  had  her  feet  set  on  that  path  of  financial  and  economic 
destruction  on  which  the  feet  of  Germany  had  already  travelled  far. 

1  See  pp.  26-7,  above. 
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By  this  time,  indeed,  there  was  no  country,  either  in  Europe  or  in 
the  world  at  large,  that  was  not  treading  this  perilous  road.  Yet  the 
prospect  of  common  economic  disaster  did  not  abate  the  secular 
political  conflict  between  France  and  Germany  for  the  leadership  in 
Europe,  although  it  was  now  patent  that  this  conflict  was  one  of  the 
most  potent  causes  of  the  general  economic  distress. 

In  1931,  the  hope  or  the  fear  of  a  French  hegemony  in  Europe  was 
the  chief  determinant  of  policy  in  the  international  discussions  of 
‘the  Briand  Plan’.  It  is  unnecessary  here  to  recapitulate  the  record 
of  these  transactions  which  has  been  carried  down  to  January  1931 
in  the  preceding  volume.1  It  need  only  be  observed  that  a  desire  not 
to  allow  ‘the  Briand  Plan'  to  become  an  instrument  of  French  hege¬ 
mony  underlay  the  decision  taken — during  the  second  session  of  the 
Commission  of  Inquiry  for  European  Union,  which  was  held  on  the 
16th-21st  January,  1931,  at  Geneva — to  invite  the  participation  of 
the  U.S.S.R.,  Turkey,  and  Iceland.  These  three  European  states  had 
not  been  represented  on  the  Commission  of  Inquiry  originally  because 
they  were  not  members  of  the  League  of  Nations  ;  but,  in  the  conflict 
of  wills  over  the  question  of  their  subsequent  admission,  the  pertinent 
fact  was  that  none  of  them  were  members  of  the  French  alliance. 
On  the  25th  March,  1931,  the  Organization  Sub-Committee  of  the 
Commission— consisting  of  the  delegates  of  twelve  European  states — 
concluded  a  two-days’  session  in  Paris  by  deciding  that  the  Com¬ 
mission  should  remain  subordinate  to,  and  within  the  framework  of, 
the  League  of  Nations ;  and  at  first  sight  this  decision  might  seem 
out  of  harmony  with  the  decision,  previously  taken,  to  invite  the 
participation  of  European  states  non-members  of  the  League.  Below 
the  surface,  however,  the  same  unacknowledged  but  dominant  con¬ 
sideration  can  be  detected.  The  motive  was  to  prevent  the  establish¬ 
ment  of  a  new  international  organization  in  which  France  and  her 
allies  might  secure  a  controlling  influence.  Thus,  on  both  these  occa¬ 
sions,  the  opponents  of  France  in  Europe  took  action  to  make  sure 
that  ‘  the  Briand  Plan  ’  should  not  become  an  instrument  of  suspected 
French  ambitions.  On  the  other  hand,  in  the  European  surplus 
wheat-stocks  conferences  of  the  23rd-25th  and  26th-28th  February, 
1931, 2  and  again  in  the  meeting  of  the  agricultural  mortgage  bank 
sub-committee  on  the  20th  April,3  the  work  of  the  Commission  for 
European  Union  served  the  purposes  of  French  policy  in  a  wholly 
legitimate  and  non-controversial  way  by  attempting  to  alleviate  the 
economic  difficulties  of  France’s  East-European  allies.  Independently 

1  See  the  Survey  for  1930,  Part  II  A. 

2  See  p.  27,  above. 
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of  any  international  organization,  the  French  sought  to  fortify  their 
East-European  allies  economically  (and  thereby  politically  likewise), 
and  at  the  same  time  to  strengthen  their  links  with  France,  by  such 
transactions  as  the  agreement — signed  in  Paris  on  the  10th  March, 
1931 — fora  loan  of  1,325, 000, 000  francs  to  Rumania;  the  agreements— 
signed  in  Paris  on  the  30th  March  and  17th  April  and  ratified  on 
the  26th  April,  1931,  by  the  Seym  at  Warsaw — for  the  grant  of  a 
French  loan  to  Poland  in  consideration  of  a  Polish  lease,  to  French 
entrepreneurs,  for  the  construction  and  initial  operation  of  a  new 
railway  between  the  new  Polish  port  of  Gdynia  and  the  coal-fields 
in  the  ci-devant  German  territory  of  Upper  Silesia ;  the  agreement — 
announced  on  the  23rd  April — for  a  loan  of  about  $50,000,000  to 
Czechoslovakia;  and  the  agreement — signed  on  the  8th  May — for  a 
loan  of  over  a  milliard  of  French  francs  to  Jugoslavia. 

These  French  gestures  of  economic  assistance  to,  and  solidarity 
with,  the  East-European  agricultural  countries  had  their  counterpart 
in  German  policy.  Indeed,  some  mutually  advantageous  arrange¬ 
ment  on  a  genuinely  economic  basis — politics  apart — was  less  difficult 
for  these  countries  to  make  with  Germany  than  with  France,  since 
Germany  was  their  immediate  neighbour  and  was  also  a  highly 
industrialized  country  with  a  dense  urban  population  whose  food- 
supply  could  not  be  provided  entirely  by  Germany’s  own  agricultural 
production.  It  was  suggested  that  there  might  be  an  inter-Govern- 
mental  bargain  by  which  Germany  would  undertake  to  buy  annually 
a  fixed  quota  of  Jugoslav  or  Rumanian  cereals,  in  return  for  a  Jugo¬ 
slav  or  Rumanian  undertaking  to  buy  an  equivalent  quota  of  German 
manufactures.  As  between  Germany  and  Rumania,  official  negotia¬ 
tions  on  this  basis  all  but  resulted  in  the  conclusion  of  an  agreement 
in  the  course  of  the  year.1 

If  these  German  gestures  towards  certain  of  the  East-European 
countries  are  comparable  with  the  contemporary  French  gestures  of 
the  same  kind,  the  plan  for  a  customs  union  between  Germany  and 
Austria  was  certainly  a  counterpart,  and  perhaps  a  counterblast,  to 
the  Briand  Plan  for  European  union.  Both  these  plans  were  equi¬ 
vocal  in  the  sense  that  they  were  put  forward  by  their  promoters  as 
primarily  economic  projects  for  the  common  good,  while  they  were 
suspected  by  other  parties  of  covering  designs  for  the  political 
aggrandizement  of  France  in  the  one  case  and  of  Germany  in  the  other. 

1  See  p.  75,  below.  On  purely  economic  grounds,  the  arguments  in  favour 
of  a  Jugoslav-German  or  a  Rumano-German  economic  agreement  on  these 
lines  told  still  more  strongly  in  favour  of  a  corresponding  agreement  between 
Germany  and  Poland.  In  this  case,  however,  the  possibility  was  ruled  out, 
for  the  time  being,  by  the  political  tension  between  the  two  countries. 
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The  fact  that  a  ‘technical  customs  union’  between  Germany  and 
Austria  was  under  consideration,  and  that  it  had  been  discussed  with 
the  Austrian  Government  by  the  German  Foreign  Minister,  Dr. 
Curtius,  during  a  recent  visit  to  Vienna,  was  formally  notified  to  the 
other  European  Powers  on  the  21st  March.1  On  the  22nd,  the  diplo¬ 
matic  representatives  in  Vienna  of  France,  Italy,  and  Czechoslovakia 
called  on  the  Austrian  Chancellor,  Dr.  Schober,  and  protested  that 
the  project  was  contrary  to  the  terms  of  the  Austrian  Financial 
Reconstruction  Protocol  of  the  4th  October,  1922. 2  On  the  25th 
March,  the  British  Secretary  of  State  for  Foreign  Affairs,  Mr.  Arthur 
Henderson,  discussed  this  Austro-German  plan  with  Monsieur  Briand 
and  instructed  the  British  diplomatic  representatives  in  Berlin  and 
Vienna  to  express  to  the  Governments  to  which  they  were  respectively 
accredited  the  hope  that  the  Council  of  the  League  of  Nations  would 
be  given  the  opportunity  of  discussing  the  legal  aspect  of  the  question 
at  its  forthcoming  session  in  May.  A  statement  on  the  British 
Government’s  attitude  was  made  by  Mr.  Henderson  in  the  House  of 
Commons  at  Westminster  on  the  30th  March ;  and  next  day,  in  the 
Reichsrat  at  Berlin,  Dr.  Curtius,  while  denying  that  the  customs 
union  plan  involved  any  infringement  of  treaty  obligations,  took 
occasion  to  declare  that  Germany  would  not  evade  a  discussion  of 
the  legal  aspect  of  the  plan  at  a  meeting  of  the  League  Council.  On 
the  14th  April  it  was  annoimced  that  the  British  Government  had 
requested  the  League  Secretariat  to  place  the  Austro-German  plan 
on  the  agenda  for  the  meeting  of  the  Council  in  May.  Meanwhile,  on 
the  French  side,  it  had  been  indicated  by  the  President  of  the 
Republic,  Monsieur  Doumergue,  in  a  speech  delivered  on  the  9th  April 
at  Nice,  that  the  consummation  of  the  Austro-German  plan  would 
stiffen  the  French  attitude  in  regard  to  disarmament.  On  the  5th 
May,  at  the  annual  conference  of  the  Little  Entente,  which  was  held 
this  year  at  Bucarest,  it  was  decided  that  a  common  attitude  in 
regard  to  the  Austro-German  plan  should  be  adopted  when  the 
matter  came  before  the  League  Council.  On  the  7th-8th  May,  the 
French  Government’s  policy  in  regard  to  the  plan  was  the  subject 
of  debate  in  the  Chamber  in  Paris. 

By  that  time  it  had  become  clear  that  the  announcement  of  the 

1  As  lately  as  the  3rd  March,  Monsieur  Briand  had  remarked  that  nobody 
could  now  pretend  that  an  Anschluss  of  Austria  to  Germany  was  imminent ! 
(This  rash  remark  was  made  by  the  eminent  French  Minister  for  Foreign 
Affairs  in  the  course  of  a  general  survey  of  French  foreign  policy — mainly 
devoted  to  Franco -German  relations — in  a  debate  in  the  French  Chamber 
on  the  Estimates  for  the  Ministry  of  Foreign  Affairs.) 

2  For  this  protocol,  see  the  Survey  for  1920-3,  Part  III,  section  (iii)  (5). 
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Austro-German  customs  union  plan  had  re-envenomed  the  secular 
quarrel  between  Germany  and  France  and  had  thereby  aggravated 
the  maladies  of  Europe.  At  this  point,  however,  the  fresh  political 
trouble  in  Europe  which  the  Austro-German  plan  had  provoked  was 
overtaken  and  swallowed  up  by  a  sudden  violent  eruption  of  the 
world  economic  crisis.  This  new  catastrophe,  the  collapse  of  the 
Austrian  Credit- Anstalt  fur  Handel  und  Gewerbe,  occurred  in  the 
weaker  of  the  two  Central  European  countries  between  which  a 
customs  union  was  in  contemplation ;  and  it  was  widely  believed 
that  the  collapse  of  the  Austrian  Credit-Anstalt  and  the  announce¬ 
ment  of  the  Austro-German  plan  were  not  unconnected  with  one 
another.  As  to  the  nature  of  this  supposed  connexion  there  were 
various  conjectures.  On  the  one  hand  it  was  suggested  that  the 
customs  union  plan  had  been  announced  in  the  hope  of  strengthening 
Austrian  credit  and  so  averting  an  Austrian  financial  collapse  which, 
in  Berlin  as  well  as  in  Vienna,  was  known  to  be  imminent.  On  the 
other  hand,  it  was  suggested  that  the  collapse  of  the  Credit-Anstalt 
was  indirectly  caused  by  the  announcement  of  the  customs  union 
plan,  whether  or  not  this  announcement  had  been  intended  to  avert 
it.  On  this  view,  the  collapse  of  the  Credit-Anstalt  was  attributed  to 
hostile  financial  manoeuvres  on  the  part  of  the  French ;  and  these 
alleged  manoeuvres  were  declared  to  have  been  made  in  order  to 
demonstrate  to  the  Austrians  that  the  French  had  greater  power 
to  injure  them  than  the  Germans  had  to  help  them — the  moral  being 
that  Austria,  if  she  found  herself  too  weak  to  stand  alone,  and  had 
to  choose  between  alternative  protectors,  would  be  wfise  to  place 
herself  under  the  aegis  of  France  and  not  under  the  aegis  of 
Germany. 

The  collapse  of  the  Austrian  Credit-Anstalt  on  the  11th  May,  to 
which  the  foregoing  course  of  events  on  the  European  continent  had 
led  up,  was  the  opening  event  in  the  unprecedentedly  violent  phase 
of  the  world  crisis  which  occupied  the  latter  part  of  the  year.  The 
outstanding  event  in  this  phase — so  far  as  it  had  gone  by  the  turn 
of  the  years  1931  and  1932 — was  the  abandonment  of  the  Gold 
Standard  in  Great  Britain  on  the  21st  September.  Before  reviewing 
the  antecedent  situation  in  Great  Britain  which  had  this  historic 
outcome,  it  may  be  convenient  to  make  some  survey  of  conditions 
in  the  non-European  regions  of  the  world,  with  which  the  fortunes 
of  Great  Britain  were  so  closely  bound  up. 

These  regions  fall  into  three  groups:  the  Oriental  countries,  the 
U.S.S.R.,  and  the  communities  of  European  origin  which  had  been 
created  by  colonization  overseas.  It  may  be  convenient  to  take  these 
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three  groups  in  this  order  in  reviewing  the  conditions  which  prevailed 
in  each  of  them  during  the  earlier  months  of  the  year  1931. 

In  the  Oriental  group  at  this  time,  the  momentous  question  was 
whether  India  was  to  go  the  way  of  China.  In  China  at  the  beginning 
of  1931,  nineteen  years  after  the  overthrow  of  the  Manchu  regime  on 
the  30th  October,  1911,  the  establishment  of  an  effective  system  of 
national  self-government,  which  was  the  objective  of  the  Chinese 
revolution,  seemed  as  remote  as  ever.  If,  at  the  moment,  the  dis¬ 
order  in  China  was  passive  rather  than  active,  this  was  principally 
the  effect  of  exhaustion.  There  was  no  assurance  yet  that  any 
material  and  spiritual  energies  which  the  Chinese  people  might 
re-accumulate  would  not  once  again  be  expended  in  discord  and 
destruction ;  and  the  nominal  restoration  of  political  unity  under  an 
All-China  Central  Government  at  Nanking  actually  masked  a  state 
of  more  thorough -going  social  disintegration  in  some  parts  of  China — 
for  example,  in  the  mountainous  regions  on  the  watershed  between 
the  Yangtse  Valley  and  the  Southern  Littoral — than  had  existed  in 
earlier  years  when  rival  Governments  were  openly  contending  for 
power.  Meanwhile,  the  same  objective  of  effective  national  self- 
government,  which  China  had  so  lamentably  failed  to  attain  by  a 
revolutionary  short-cut,  was  being  pursued  in  India  by  the  evolu¬ 
tionary  method  of  an  agreed  and  gradual  transfer  of  powers  from 
the  British  Raj  to  new  Indian  organs  of  government.  This  method, 
which  promised  more  valuable  and  more  durable  results  than  the 
Chinese  method  of  violence,  was  also  more  difficult  to  apply.  In 
India,  however,  there  were  two  factors,  making  for  its  successful 
application,  which  China  lacked.  In  the  first  place,  the  British  Raj 
in  India  was  far  stronger  and  more  effective  than  the  Manchu  regime 
in  China  had  been  in  its  latter  days.  In  the  second  place,  the  Indian 
opposition  movement,  which  was  seeking  to  accelerate  the  pace  of 
political  change  in  India,  had  taken,  under  Mr.  Gandhi’s  leader¬ 
ship,  the  new  road  of  ‘non-violent  non-co-operation’  or  ‘civil  dis¬ 
obedience  ’ ;  and  Mr.  Gandhi’s  influence  had  been  so  great  that  he 
had  drawn  after  him  not  only  the  Hindus,  who  were  already  inclined 
in  this  direction  by  temperament  and  tradition,  but  also  the  Sikhs, 
and  a  section  of  the  Indian  Muslims,  who  were  traditionally  warlike 
and  temperamentally  pugnacious.  At  the  beginning  of  1931,  how¬ 
ever,  when  the  transfer  of  powers — initiated  in  1917  and  put  into 
effect  in  a  first  instalment  in  1919 — was  on  the  eve  of  being  carried 
a  crucial  stage  further,  the  tension  of  political  forces  in  India  was  so 
great  that  it  now  seemed  an  open  question  whether  the  evolutionary 
method  would,  after  all,  stand  the  strain.  If  this  method  were  to 


40 


THE  WORLD  CRISIS 


Part  I 


fail,  the  alternative  was  a  conflict  of  physical  forces  which  might 
conceivably  plunge  India  into  disorders  like  those  of  China,  and  this 
possibility  was  fraught  with  immense  evil  both  for  India  and  for  the 
world.  In  India,  with  her  deep  and  multiple  internal  divisions  of 
race  and  language  and  religion  and  nationality,  such  anarchy  as  had 
prevailed  in  China  during  the  last  twenty  years  would  inevitably 
produce  still  more  terrible  strife  and  destruction  than  it  had  pro¬ 
duced  in  China,  who  was  safeguarded  against  the  worst  excesses  by 
her  relative  social  homogeneity.  And  if  India,  with  her  318,922,000 
inhabitants,1  were  to  fall  into  anything  like  the  same  state  as  China , 
with  her  reputed  400  millions,2  this  would  be  another  grievous  blow 
to  the  existing  economic  world  order. 

In  China,  at  the  opening  of  the  year  1931,  the  troubles  arising 
from  internal  causes  were  complicated  by  one  phenomenon  of  inter¬ 
national  origin  over  which  the  Chinese  themselves  had  no  control: 
that  is,  the  catastrophic  fall  in  the  price  of  silver.3  On  the  8th 
January,  1931,  at  Shanghai,  the  pound  sterling  purchased  more  than 
21  silver  dollars.  In  the  midst  of  these  importunate  economic  and 
political  cares,  a  Chinese  People’s  Convention,  which  assembled  at 
Nanking  on  the  5th  May,  adopted,  on  the  12th,  a  provisional  con¬ 
stitution  for  the  Chinese  Republic,  while  the  Nanking  Government 
sought  to  strengthen  their  prestige  and  popularity  in  the  country  on 
the  eve  of  the  Convention  by  issuing,  on  the  4th  May,  a  mandate 
declaring  that  a  set  of  regulations  governing  the  exercise  of  Chinese 
jurisdiction  over  foreigners  in  China,  in  accordance  with  the  mandate 
of  the  28th  December,  1929, 4  had  now  been  drawn  up  in  order  to 
come  into  force  on  the  1st  January,  1932.  The  mandate  and  the 
Convention,  between  them,  opened  up  the  whole  problem  of  China’s 
internal  political  organization  and  external  political  relations ;  but 
these  imposing  pronouncements  in  the  realm  of  words  had  still  to 
be  translated  into  achievements  in  the  realm  of  action. 

In  India,  at  the  turn  of  the  years  1930  and  1931,  Mr.  Gandhi  was 
in  prison,  as  a  result  of  his  salt-making  march  to  the  sea,5  and  for 
the  moment  the  centre  of  action  and  interest  had  shifted  from 

1  This  was  the  figure  shown  by  the  census  of  1921. 

2  This  figure  was  only  conjectural,  and  might  prove  to  be  wide  of  the 
mark. 

3  For  the  previous  history  of  this  fall  and  its  effects  in  China,  see  the  Survey 
for  1930,  Part  IV,  section  (i). 

4  See  the  Survey  for  1929,  Part  IV  A,  section  (ii). 

B  Mr.  Gandhi’s  march  to  the  sea  had  begun  on  the  12th  March,  1930.  He 
had  been  arrested  on  the  5th  May,  1930.  The  Mahatma — part  Hindu  saint 
and  part  Western  politician — was  recognized  to  be  one  of  the  most  remarkable 
characters  on  the  public  stage  of  the  world  at  this  time. 
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Gujerat  to  London,  where  an  India  Round  Table  Conference  had 
been  in  session  since  the  12th  November. 

The  Round  Table  Conference  consisted  on  the  one  side  of  repre¬ 
sentatives  of  His  Britannic  Majesty’s  Government  in  the  United 
Kingdom  and  of  the  Parliament  at  Westminster  (with  separate  repre¬ 
sentation  for  each  of  the  three  parliamentary  parties),  alul  on  the 
other  side  of  Indian  delegates  nominated  by  the  Viceroy.  Nomina¬ 
tions  had  been  accepted  not  only  by  ‘moderates’  or  ‘Liberals’,  but 
by  members  of  the  Indian  National  Congress:  the  organization 
inspired  by  Mr.  Gandhi  which  was  in  active  opposition  to  the 
British  Raj  and  which  claimed  to  be  representative  of  the  entire 
people  of  India,  including  not  only  the  caste  Hindus  but  the  non- 
Hindus  and  the  Hindu  Depressed  Classes.  During  this  first  session 
in  London,  the  India  Round  Table  Conference  already  found  its 
progress  blocked  by  ‘the  communal  question’  (the  synonym,  in 
Indian  political  terminology,  for  the  problem  of  minorities).  In  a 
letter  published  in  a  London  journal,  The  Times,  on  the  13th  January, 
the  Hindu  representatives  of  ‘  Congress  ’  at  the  Conference  suggested 
that  the  communal  question  should  be  submitted  to  arbitration,  and 
at  the  same  time  announced  their  willingness  to  abide  by  an  arbitral 
award.  This  demarche  was  followed  next  day  by  an  informal  meeting 
of  delegates  to  the  Conference  at  which  virtual  agreement  was  reached 
between  Hindus  and  Muslims  on  the  basis  of  a  Muslim  offer ;  but  the 
negotiations  fell  through  because  in  the  Panjab,  which  was  one  of 
the  two  provinces  in  which  Hindu  and  Muslim  claims  had  to  be 
adjusted,1  there  was  a  third  community,  the  Sikhs,  whose  claims  it 
proved  impossible  to  satisfy.  On  the  19th  January,  1931,  the  Con¬ 
ference  adjourned  sine  die  after  a  statement  of  the  Westminster 
Government’s  policy  had  been  made  by  the  Prime  Minister,  Mr. 
Ramsay  MacDonald. 

Thereupon,  the  scene  of  action  shifted  back  from  England  to  India, 
where  the  pause  in  the  progress  of  constitutional  reconstruction 
seemed  likely  to  be  followed  by  an  inflammation  of  civil  disobedience 
to  a  degree  at  which  it  woidd  inevitably  boil  over  into  violence.  This 
danger  was  forestalled  by  the  courageous  and  far-sighted  statesman¬ 
ship  of  the  Viceroy,  Lord  Irwin.  On  the  26th  January,  1931,  Mr. 
Gandhi  and  other  ‘  Congress  ’  leaders  were  released  from  prison ; 
and  on  the  17th  February  Mr.  Gandhi  had  the  first  of  a  series  of 
interviews  with  Lord  Irwin  which  ended  on  the  3rd  March  in  a 
truce,  under  which  the  civil  disobedience  campaign  and  boycott  by 
picketing  (though  not  boycott  by  propaganda)  were  suspended  in 
1  The  other  crucial  province  was  Bengal. 
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consideration  of  certain  concessions  on  the  Government  of  India’s 
part.  The  terms  of  this  Pact  of  Delhi  were  made  public  on  the  5th 
March  and  were  ratified  by  a  resolution  of  ‘Congress’  on  the  30th. 
This  agreement  in  India  stood  out  in  striking  contrast  to  the  general 
discord  and  deadlock  in  human  affairs  at  the  time ;  and  the  effect 
was  not  undone  by  a  serious  recrudescence  of  inter-communal  rioting 
between  Hindus  and  Muslims — this  time  at  Cawnpore — on  the  24th- 
25th  of  the  same  month.  Yet  the  Irwin-Gandhi  Pact  was  a  truce 
and  not  a  peace  ;  and  on  the  economic,  as  distinct  from  the  political, 
plane  the  state  of  war  continued.  Its  severity  was  attested  in  a  silent 
meeting  of  protest  against  the  Indian  boycott  of  Lancashire  cotton 
goods  and  the  raising  of  the  Indian  import  duties  which  was  attended 
on  the  5th  May  by  some  7,000  members  of  the  Manchester  Royal 
Exchange. 

At  the  same  time,  in  India  proper,  the  danger  of  a  lapse  into  a 
trial  of  strength  between  the  two  violent  forces  of  Revolution  and 
Repression  was  deferred,  and  the  situation  was  saved  for  a  further 
advance  in  the  transfer  of  powers  by  consent.  On  the  other  hand, 
there  was  an  outbreak  of  violence  in  Burma:  an  Oriental  country 
which  was  united  politically  with  India  under  the  British  Raj,  but 
which  lived  a  separate  national  life  of  its  own1  and  seemed  likely  to 
part  company  with  India  again  on  the  road  leading  towards  national 
self-government.2  In  the  Tharawaddy  district  of  Burma,  outbreaks 
of  armed  insurrection  against  the  British  administration  were  re¬ 
ported  just  before  Christmas  1930.  On  the  2nd  January,  1931,  the 
headquarters  of  the  insurgents  in  the  Yoma  Forest  were  captured 
by  Government  forces ;  but  the  insurrection  itself  was  not  stamped 
out.  On  the  10th  February  the  Government  of  Burma  found  it 
necessary  to  issue  an  order  declaring  unlawful  the  General  Council 
of  Burmese  Associations,  on  the  ground  that  the  affiliated  bodies 
were  the  mainstay  of  the  insurrections  in  various  districts  and  that 

1  The  national  culture  of  Burma  was  ultimately  of  Indian  origin,  since  it 
was  based  on  the  national  religion,  and  this  was  Hinayana  Buddhism.  The 
Hinayana,  however,  whs  a  product  of  Ancient  India,  before  the  rise  of  Hindu¬ 
ism,  and  in  1931  the  Hindu  colony  in  Burma  was  no  less  alien  than  the  Chinese 
colony  to  the  Burmans.  Indeed,  Burma  had  greater  affinities  with  China  than 
with  modern  India,  since  Buddhism,  which  had  become  extinct  in  India,  was 
a  living  religion  in  China  (in  the  Mahayana  form).  There  was  also  a  relation¬ 
ship  between  the  Burmese  and  the  Chinese  languages — Burmese  belonging  to 
the  Tibetan-Burmese  and  Chinese  to  the  Siamese- Chinese  group  of  the  great 
Asiatic  family  of  monosyllabic  languages. 

2  At  the  first  session  of  the  India  Round  Table  Conference  in  London,  it 
was  agreed  in  principle  that  Burma  should  be  given  the  option  between 
becoming  a  state  member  of  an  All-India  Federation  or  advancing  separately 
towards  self-government  within  the  British  Commonwealth. 
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these  movements  were  now  known  to  be  severally  parts  of  a  con¬ 
certed  plan  for  overthrowing  the  Government  by  force.  New  out¬ 
breaks  were  reported  at  intervals  during  March  and  April. 

While  China,  India,  and  Burma  were  thus  all  prominent,  for 
various  reasons,  in  the  public  eye  during  the  earlier  months  of  1931, 
the  Soviet  Union,  with  its  energies  turned  inward  and  concentrated 
upon  the  execution  of  the  Five  Year  Plan,  presented  an  unusually 
small  and  elusive  target  for  hostile  foreign  criticism.  The  foreign 
protests  which  had  been  evoked  in  1930  by  the  Soviet  Government’s 
anti-religious  campaign1  were  not  equalled  in  vigour  by  the  protests 
in  1931  against  the  employment  of  forced  labour  in  Russian  timber 
camps.  This  latter  question  was  the  subject  of  voluminous  corre¬ 
spondence  in  the  British  press  and  of  several  questions  in  the  House 
of  Commons  at  Westminster,  as  well  as  of  a  debate  in  the  House  of 
Lords  on  the  5th  February ;  and  on  the  28th  of  the  same  month  His 
Britannic  Majesty’s  Government  at  Ottawa  went  so  far  as  to  pass 
an  Order  in  Council  prohibiting  the  intport  into  Canada  of  Russian 
coal,  wood-pulp,  timber,  and  other  Russian  commodities  which  might 
compete  on  the  Canadian  market  with  Canadian  products,  on  the 
ground  that  forced  labour  had  been  used  in  their  production.  On  the 
10th  February  a  similar  embargo  on  wood-pulp  and  timber  imported 
from  all  districts  of  European  Russia  north  of  the  sixtieth  degree  of 
latitude  had  been  put  into  effect  by  the  United  States  Treasury.  For 
the  rest,  Russia  was  left  in  peace  to  pursue  her  vast  economic  enter¬ 
prise,  the  progress  of  which  was  only  fitfully  illuminated  by  reactions 
to  it  abroad.  At  the  beginning  of  April,  for  instance,  the  Turkish 
press  was  in  full  cry  over  the  dumping  of  Russian  goods  in  Turkey. 
On  the  14th  of  the  same  month,  negotiations  were  concluded  in 
Berlin  between  a  Soviet  delegation  and  the  German  Federation  of 
Industry  for  Soviet  orders  in  Germany  to  the  value  of  £15,000,000 
sterling.  On  the  27th  April,  again,  a  new  commercial  treaty  between 
Italy  and  the  U.S.S.R.  was  signed  in  Rome.  These  were  symptoms 
that  the  progress  of  the  Five  Year  Plan  was  arousing  Turkish  fears 
and  Italian  and  German  expectations.  Yet  the  fundamental  question 
of  the  degree  to  which  the  Plan  was  likely  to  succeed  or  fail  remained 
impenetrably  obscure. 

On  the  other  hand,  there  was  no  obscurity  about  the  progress  of 
the  financial  and  economic  ‘slump’  in  the  United  States  of  America. 
‘The  Break  on  Wall  Street’  which  had  caught  the  American  people 
unawares  on  the  24th  October,  1929,  had  been  followed  by  outbreaks 
of  sickness  in  all  the  vital  organs  of  the  American  body  economic. 

1  This  will  be  dealt  with  in  a  future  volume. 
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These  maladies  ravaged  the  United  States  throughout  1930,  and  they 
were  still  raging  furiously  at  the  turn  of  the  year. 

In  1930,  the  North  American  farmers,  who  had  been  afflicted  in 
previous  years  with  a  superabundant  wheat-harvest,1  suffered  equally 
severely  from  the  opposite  affliction  of  crop-failure.  July  1930  was 
said  to  have  been  the  hottest  month  ever  known  in  the  United 
States ;  and  by  the  first  week  of  August  the  situation  in  the  farming 
districts  east  of  the  Mississippi  was  reported  to  he  very  serious.  In 
the  middle  of  August,  President  Hoover  held  conferences  with  the 
Governors  of  the  States  affected  in  order  to  consider  ways  and  means 
of  relief.  On  the  3rd  January,  1931,  there  was  a  riot  of  farmers  in 
the  town  of  England,  Arkansas ;  and  further  riots  of  the  kind  in  the 
Central  and  South-Western  States  were  reported  in  the  middle  of 
February.  The  general  outlook  of  American  wheat-farming  was 
further  darkened  by  the  Federal  Farm  Board’s  decision — announced 
on  the  22nd  March — to  refrain  from  supporting  the  wheat  market 
in  the  next  crop  year. 

The  next  organ  of  the  American  body  economic  to  succumb  was 
the  banking-system,  which  displayed  less  resisting -power  in  the 
United  States  than  it  was  displaying  in  certain  other  countries, 
particularly  in  Great  Britain,  because  American  banking  was  over¬ 
taken  by  the  crisis  in  a  stage  which  British  banking  had  left  behind 
at  least  a  quarter  of  a  century  earlier.  By  the  year  1930,  the  multi¬ 
tude  of  local  private  banks  that  had  once  existed  in  Great  Britain 
had  been  consolidated  into  six  big  concerns  on  a  national  scale  with 
branches  all  over  the  country.  On  the  other  hand,  the  United  States, 
which  had  been  the  pioneer  country  in  ‘nation-wide’  business  con¬ 
solidation  in  other  domains,  had  not  yet  made  much  progress  in 
adopting  the  English  invention  of  the  ‘chain-bank’  to  supplement 
the  American  invention  of  the  ‘  chain-store  ’ ;  and  the  crisis  accord¬ 
ingly  found  the  American  banking-system  in  a  backward  state  of 
Cyclopean  individualism  which  rendered  it  an  easy  prey.  From  coast 
to  coast  of  the  United  States,  the  isolated  local  banks2  went  down 
in  their  hundreds  and  thousands  before  the  blast  of  ‘the  economic 
blizzard’,  while  in  England  the  accomplished  process  of  unification 
gave  ‘the  Big  Six’  the  strength  to  survive.  In  English  minds,  the 
tale  of  American  disaster  has  to  be  discounted  by  the  consideration 
that  the  majority  of  the  victims  corresponded  to  the  branches  of 

1  See  the  Survey  for  1930,  pp.  477-81. 

2  As  a  matter  of  fact,  the  symptoms  of  weakness  first  appeared  in  banks 
that  were  making,  or  had  just  made,  the  transition  from  the  individual  system 
to  the  chain  system. 
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British  banks  and  not  to  ‘the  Big  Six’  themselves.  Yet  the  total 
number  of  these  lesser  casualties  was  still  so  great  that  the  effect  on 
the  American  national  economy,  and  also  on  the  national  morale ,  was 
very  grave. 

Bank  failures  in  districts  affected  by  the  summer  drought  of  1930 
were  reported  as  early  as  the  middle  of  August ;  but  it  was  not  until 
the  second  week  of  November  that  reports  of  failures  began  to  come 
in  from  all  over  the  country.  Throughout  December,  they  came  thick 
and  fast;  and  New  Year’s  Day,  1931,  was  signalized  by  the  news 
that  eleven  banks  had  either  closed  or  been  taken  over  by  the  banking 
departments  of  the  State  Governments  in  the  states  in  which  they 
were  respectively  situated. 

While  the  toll  of  bank  failures  in  the  United  States  was  running 
into  four  figures,  the  toll  of  unemployment  was  already  half-way 
between  seven  figures  and  eight.  On  the  7th  January,  1931,  the 
number  of  unemployed  in  the  United  States  was  estimated  at  some¬ 
thing  between  four  and  five  millions  by  Colonel  Woods,  the  Chairman 
of  the  Committee  for  the  Co-ordination  of  Relief  Activities,  in  a  state¬ 
ment  to  the  Senate  Appropriation  Committee ;  and  on  the  20th 
January  disorders  occurred  during  a  demonstration  of  unemployed 
in  New  York.  On  the  17th  January,  at  Washington,  the  Senate  had 
voted  $25,000,000 — not  for  unemployment  pay,  and  not  for  the 
alleviation  of  urban  unemployment  at  all,  but  for  the  relief  of  distress 
in  drought-stricken  areas  through  the  agency  of  the  Red  Cross.  On 
the  30th  January,  however,  this  Senate  appropriation  was  rejected 
by  the  House  of  Representatives — expressly  as  a  matter  of  principle, 
in  order  to  guard  against  any  lapse  into  the  ‘  dole  ’  system — and  the 
Senate  retorted  in  an  announcement,  made  by  Senator  Borah  on 
the  2nd  February,  that  no  further  appropriation  bill  for  any  purpose 
would  pass  the  Senate  until  Congress  had  adopted  measures  for  relief. 
On  the  3rd  February  President  Hoover  issued  a  statement  declaring 
his  belief  that  local  and  State  authorities  and  voluntary  agencies 
would  find  themselves  able  to  provide  all  the  relief  needed  in  the 
drought -stricken  areas.  On  the  6th  February,  however,  at  a  con¬ 
ference  between  leading  members  of  the  House  and  of  the  Senate, 
agreement  was  reached  on  a  compromise,  providing  that  $20,000,000 
should  be  appropriated  for  making  advances  or  loans  to  be  used  for 
purposes  which  included  ‘crop  production  and  farm  rehabilitation’. 
A  bill  on  these  lines  was  passed  by  both  Houses  and  signed  by  the 
President  on  the  14th. 

The  contemporary  state  of  American  public  opinion  on  social 
questions,  as  well  as  the  decline  in  President  Hoover’s  prestige,  was 
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illustrated  by  the  history  of  the  Soldiers’  Bonus  Bill.  This  bill  was 
criticized  as  a  proposal  for  distributing  public  money  with  a  lavish 
hand — without  close  regard  either  to  the  merits  or  to  the  needs  of  the 
beneficiaries — at  a  time  when  the  national  revenues  were  falling  far 
short  of  expenditure  and  when  extraordinary  calls  might  have,  after 
all,  to  be  made  upon  the  public  purse  for  the  relief  of  distress.  Yet 
the  same  House  of  Representatives  that  had  rejected  the  Senate 
Relief  Appropriation  on  the  30th  January,  passed  the  Soldiers’  Bonus 
Bill  on  the  16th  February;  on  the  19th,  the  bill  was  passed  by  the 
Senate  likewise ;  and,  when  the  President  returned  the  bill  to  Con¬ 
gress  without  his  approval,  it  was  repassed,  against  his  veto,  by  the 
House  on  the  26th  February  and  by  the  Senate  (by  a  large  majority) 
on  the  27th.  On  this  note  of  opposition  to  President  Hoover,  the 
Seventy-first  Congress  of  the  United  States  came  to  an  end  on  the 
4th  March,  1931. 

Therewith,  the  vast  burden  of  American  distress  was  thrown  back 
upon  the  sorely  strained  shoulders  of  private  charitable  organizations 
and  local  authorities.  On  the  2nd-12th  March,  ways  and  means  of 
meeting  the  crisis  were  discussed  at  an  unofficial  conference  of  Pro¬ 
gressives  at  Washington;  and  in  the  same  place,  on  the  21st,  official 
estimates  were  made  public  which  showed  that,  towards  the  end  of 
January  1931,  the  number  of  unemployed  in  the  United  States  had 
already  exceeded  six  millions.  On  the  4th  May,  President  Hoover, 
in  opening  at  Washington  the  Sixth  Congress  of  the  International 
Chamber  of  Commerce,  pronounced  the  opinion  that  the  economic 
depression  was  due  mainly  to  the  effects  of  the  General  War  of 
1914-18  and  that  the  greatest  single  remedy  was  disarmament.  This 
American  Presidential  dictum  struck  European  minds  as  being  not 
the  whole  truth  but  only  a  partial  truism.  The  profoundly  de¬ 
structive  effect  of  the  War  in  every  sphere  of  life  had  indeed  been 
made  manifest  in  the  whole  history  of  the  ‘post-war’  decade.  Yet 
one  of  the  conspicuous  contributions  of  the  War  to  the  economic 
crisis  was  the  legacy  of  Inter-Governmental  Debts ;  and  the  dead 
weight  of  these  debts  was  aggravated  by  the  perversity  of  Economic 
Nationalism,  which  obstructed  their  payment  in  goods  (the  only 
medium  through  which  it  was  possible  to  discharge  them)  by  raising 
tariff  barriers  between  the  debtor  and  the  creditor  countries — barriers 
of  a  texture  which  effectively  excluded  commodities  and  allowed 
nothing  but  gold  to  filter  in.  The  consequence  was  the  accumulation 
and  sterilization  of  the  world’s  stock  of  gold  in  New  York  and  Paris 
— a  process  which  was  to  reveal  its  dire  effects  before  the  year  was 
out.  An  index  of  the  length  to  which  the  process  had  gone  by  the 
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time  when  the  storm  burst  is  given  by  the  action  of  the  United  States 
Federal  Reserve  Bank  in  reducing  its  re-discount  rate  from  2  per 
cent,  to  li  per  cent,  on  the  7th  May.  In  the  light  of  these  glaring 
facts,  President  Hoover’s  limitation  of  vision,  as  displayed  in  his 
speech  on  the  4th  May,  was  interpreted  by  his  critics  as  a  wilful 
blindness  to  potent  causes  of  the  crisis  apart  from  the  War,  and  to 
indispensable  remedies,  in  addition  to  Disarmament,  which  the  Presi¬ 
dent  and  Congress  and  people  of  the  United  States  were  not  yet 
prepared  to  face. 

Thus,  when  the  crisis  turned  to  catastrophe  during  the  latter  part 
of  the  year,  the  American  people  seemed  to  stumble  into  the  mael¬ 
strom  like  sleep-walkers  with  open  but  unseeing  eyes — obsessed  with 
images  of  a  cherished  past  which,  in  ceasing  to  be,  had  left  so  sharp 
an  imprint  on  the  retina  that  the  mind  refused  to  believe  in  the 
insistent  but  uncongenial  realities  of  the  tangible  present. 

As  for  the  overseas  countries  other  than  the  United  States,  Canada 
was  treading  the  same  perilous  path  as  her  great  neighbour,  with  her 
feet  perhaps  farther  advanced  but  her  vision  perhaps  less  distorted. 
At  the  end  of  January,  the  Canadian  Prime  Minister,  Mr.  Bennett, 
had  conversations  at  Washington  with  President  Hoover  on  economic 
questions  which  were  believed  to  have  included  the  wheat  situation 
and  Russian  ‘dumping  ’.  The  Latin  American  countries — the  weakest 
link  in  the  overseas  chain — were  still  reacting  to  the  economic  strain 
in  1931,  as  they  had  already  begun  to  react  to  it  in  1930,  by  out¬ 
breaks  of  political  revolution.1  In  Brazil,  for  example,  an  insurrection 
broke  out  on  the  1st  February,  in  the  northern  state  of  Piauhy, 
against  the  provisional  Federal  Government.2  In  Peru,  again,  a  fresh 
bout  of  political  disturbance  began  on  the  20th  February.  On  the 
1st  March,  the  Provisional  President,  Colonel  Sanchez  Cerro,  and 
other  members  of  the  momentarily  ruling  junta  resigned,  and  a  new 
junta  was  formed  by  naval  officers,  who  resigned  in  their  turn  on 
the  5th  to  make  way  for  Colonel  Gustavo  Jiminez.  These  Brazilian 
and  Peruvian  alarums  and  excursions,  however,  were  of  less  interest 
and  importance  than  the  searchings  and  changes  of  heart  which  the 
ubiquitous  pressure  of  the  world  crisis  evoked  in  Australia.3 

The  course  of  events  in  Australia  during  the  earlier  months  of  1931 

1  See  the  Survey  for  1930,  Part  V,  section  (i). 

2  For  the  establishment  of  this  Government  at  Rio  de  Janeiro  as  a  result 
of  a  civil  war  in  1930,  see  the  Survey  for  1930,  p.  372. 

3  If  calling  in  the  doctor  is  a  fair  indication  of  malaise,  the  financial  sickness 
of  the  overseas  world  at  this  time  may  he  gauged  from  the  fact  that  the 
British  financial  expert,  Sir  Otto  Niemeyer,  was  invited  to  visit  Australia  in 
1930  and  Brazil  in  1931  in  order  to  diagnose  and  prescribe. 
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was  particularly  interesting  for  several  reasons.  To  begin  with,  the 
Australians — living  remote  from  the  main  thoroughfares  of  inter¬ 
national  intercourse,  with  an  entire  continent  to  themselves — were 
at  the  time  perhaps  the  most  insular-minded  of  all  the  overseas 
peoples,  English-speaking  or  Latin.  On  the  profits  from  the  sale  of 
their  wheat  and  wool  in  the  world  market  they  had  emulated  the 
Americans  themselves  in  their  standard  of  living ;  and  they  had 
cultivated  the  same  strange  belief  that  this  abnormally  high  local 
standard  was  not  an  incidental  product  of  a  world-wide  interplay  of 
economic  forces,  but  was  a  reward  of  national  merit,  conferred  by 
divine  grace  and  tenable  by  human  self-assertion,  whatever  the 
general  state  of  the  world  economic  order  might  be.  Holding  this 
national  faith  with  a  hyper-American  fanaticism,  the  Australians 
had  sought  to  defend  it  by  wielding  the  American  weapons  with  a 
hyper -American  vigour.  They  had  restricted  the  import  of  foreign 
manufactures  by  tariffs  and  the  immigration  of  foreign  settlers  by 
regulations  which  were  less  overtly  militant  than  tariff-laws  but  not 
less  effective  in  achieving  their  aim.1  Behind  these  man-made  bul¬ 
warks  they  had  deemed  their  national  prosperity  secure ;  and  they 
had  not  reflected  that  their  national  economy,  like  that  of  every 
overseas  country  in  the  early  stages  of  its  development,  was  depen¬ 
dent  upon  the  export  of  a  few  staple  raw  commodities,  the  price  of 
which  in  the  world  market  it  was  quite  beyond  Australian  power  to 
control.  Living  in  this  fool’s  paradise,  they  had  been  blind  to 
warnings  of  coming  disaster;  and  they  were  taken  unawares  when 
their  national  purchasing  power  was  suddenly  and  drastically  reduced 
through  the  catastrophic  fall  in  the  world-prices  of  wheat  and  wool.2 
The  Australians  had,  indeed,  been  still  more  wanton  than  the 
Americans  in  ‘  asking  for  trouble 5 ;  but  when  the  trouble  came  and 
the  spacious  house  which  they  had  built  for  themselves  fell  in  lament¬ 
able  ruins  about  their  ears,  the  Australians  wrere  more  quick  than 
the  Americans  to  respond  to  the  challenge.  Instead  of  clinging  to 
their  ‘sacred  right’  to  prosperity  after  the  idol  had  been  shattered 
by  an  act  of  God,  they  now  faced  the  consequences  of  their  previous 
folly  with  a  fortitude  and  an  energy  that  set  an  example,  and  gave 

1  For  the  methods  by  which  immigration  into  Australia  was  restricted,  see 
the  Survey  for  1924,  Part  I  B,  section  (iii). 

2  ‘The  national  income  of  Australia,  whose  total  production  is  estimated 
at  about  £450,000,000  a  year,  has  suddenly  been  cut  down  by  £100,000,000 
a  year  or  even  more.  The  export  of  wool  in  the  financial  year  to  June  1930 
brought  in  only  £36-5  millions,  against  £61-6  millions  in  the  previous  year; 
and  the  export  of  wheat  £10  millions,  against  £20-3  millions.  And  since  June 
1930  wool  and  wheat  prices  have  continued  to  fall.’  (The  Economist,  14th 
February,  1931,  p.  333.) 
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an  encouragement,  to  the  rest  of  the  world — and  particularly  to 
Great  Britain,  who  passed  through  some  of  the  Australian  expe¬ 
riences,  in  a  somewhat  milder  form,  before  the  year  was  over.  At 
the  turn  of  the  years  1931  and  1932,  Australia  was  again  an  object  of 
special  interest  as  the  only  country  in  the  world  in  which  there  was 
any  ground  for  supposing  that  the  worst  of  the  crisis  was  over  and 
that  the  tendency,  instead  of  being  still  downward,  was  already 
upward  again. 

In  Australia  twelve  months  earlier,  in  January  1931,  ‘the  economic 
blizzard’  was  already  blowing  hard  and  was  producing  its  psycho¬ 
logical  effect  in  a  struggle  between  two  opposing  states  of  mind  and 
two  corresponding  policies  for  meeting  the  crisis.  The  distress  of  the 
people  found  expression  in  serious  rioting  by  unemployed  in  Adelaide 
on  the  9th  January.  The  anxiety  in  the  minds  of  persons  responsible 
for  Australian  finances  found  expression  when  the  Australian  Loan 
Council  decided,  on  the  14th  January,  to  ask  the  Commonwealth 
Prime  Minister,  Mr.  Scullin,  to  summon  a  conference  in  order  to  lay 
down  a  three  years’  plan  for  the  adjustment  of  public  finance  and 
of  general  monetary  conditions.  By  this  time,  in  other  quarters,  the 
expedient  of  inflation  was  being  advocated  in  Australia  with  sufficient 
insistency  to  evoke  a  public  declaration  against  it  from  Mr.  Scullin 
in  a  speech  delivered  on  the  15th  January.  The  Australian  pound 
had  in  fact  already  depreciated  during  January  to  the  equivalent 
of  175.  in  sterling.  On  the  19th  January,  the  Commonwealth  Bank 
announced  its  inability  to  make  an  advance  to  Australian  wheat- 
growers  of  more  than  the  realizable  export  value  of  their  wheat.  And 
on  the  22nd  the  Australian  Commonwealth  Court  of  Arbitration 
delivered  judgment  in  applications  made  by  a  large  number  of 
employers  for  a  reduction  of  the  basic  wage — the  decision  being  that 
a  general  reduction  by  10  per  cent,  was  necessary.  Thus  the  main 
elements  in  the  Australian  economic  problem  were  already  apparent 
in  January  1931;  and,  before  the  month  was  out,  the  political 
struggle  began — in  the  first  instance  within  the  bosom  of  the  Labour 
Party,  which  was  in  power  at  the  time. 

On  the  26th  January,  the  Australian  Labour  Caucus  decided  (by 
twenty-four  votes  to  nineteen)  that  the  versatile  Mr.  Theodore  should 
be  reinstated  in  office 1 — an  act  which  led  to  the  resignation  from  the 

1  Mr.  Theodore,  an  Australian  politician  of  Bulgarian  origin,  had  resigned 
from  the  post  of  Commonwealth  Treasurer  in  view  of  charges,  brought  against 
him  by  a  Royal  Commission,  that  he  had  acted  corruptly  in  connexion  with 
the  purchase  of  the  Mungana  Mine  by  the  Queensland  Government.  When 
the  Party  Caucus  decided  in  favour  of  Mr.  Theodore’s  reinstatement  on  the 
26th  January,  1931,  the  legal  proceedings  which  the  Queensland  Government 
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Commonwealth  Cabinet  of  its  right-wing  members,  Mr.  Lyons  and  Mr. 
Fenton,  while  it  failed  to  placate  the  extreme  Left  Wing  of  the  party, 
which  rejected  Mr.  Theodore’s  policy  in  favour  of  the  more  extreme 
policy  of  Mr.  Lang,  the  Premier  of  New  South  Wales.  On  the  29th  Janu¬ 
ary,  Mr.  Theodore  was  sworn  in  as  Commonwealth  Treasurer ;  and  on 
the  6th  February  a  conference  of  State  Premiers  opened  in  Canberra 
under  Mr.  Scullin’s  chairmanship.  Mr.  Scullin  stated  that  the  aggre¬ 
gate  short-term  indebtedness  of  the  Commonwealth  and  the  States 
in  overdrafts  and  Treasury  Bills  at  the  end  of  January  was  estimated 
at  £55,512,000,  of  which  £38,075,000  was  owing  in  London,  and  that 
the  Commonwealth  Bank  was  carrying  £20,000,000  of  floating  debt 
abroad.  Thereupon,  Mr.  Theodore  outlined  to  the  Conference  a  plan 
for  financial  reconstruction,  the  principal  feature  of  which  was  to  be 
the  restoration  of  internal  prices  to  the  level  of  1929  by  a  controlled 
inflation.1  The  Conference  agreed  to  the  flotation  of  a  loan  of 
£6,000,000  to  assist  the  wheat-growers.  But  at  this  point  a  division 
declared  itself  between  the  Premier  of  New  South  Wales,  Mr.  Lang, 
and  his  colleagues.  On  the  9th  February,  Mr.  Lang  propounded  a 
scheme  of  his  own  for  financial  rehabilitation  which  included  the 
suspension  of  payment  of  interest  to  bond-holders  in  Great  Britain, 
the  reduction  of  interest  on  internal  loans,  and  the  abandonment  of 
the  Gold  Standard.  This  scheme  was  rejected  by  the  other  Premiers, 
but  Mr.  Lang  declared  that  the  New  South  Wales  Government  would 
adopt  the  policy  which  he  had  outlined,  regardless  of  the  decisions 
of  the  Conference.  A  statement,  issued  on  the  10th  February,  in 
regard  to  the  financial  position  of  New  South  Wales,  showed  a  deficit 
of  £6,073,000  in  the  State  finances  for  the  period  of  seven  months 
ending  the  31st  January. 

On  the  same  day,  the  Premiers’  Conference  passed  a  compromise 
resolution  undertaking  to  balance  the  Budget  in  three  years  and 
requesting  Mr.  Theodore  and  the  Commonwealth  Bank  to  examine 
what  might  be  the  appropriate  monetary  policy  for  the  promotion  of 
production.  On  the  11th  February,  it  was  announced  in  Melbourne 
that  Mr.  Scullin  had  informed  the  Premiers’  Conference  of  negotia¬ 
tions  which  he  was  conducting  with  the  British  Government  for 
a  reduction  of  interest  on  the  Australian  War  Debt  to  Great  Britain 
(the  capital  value  of  which  was  £82,000,000).  On  the  13th  February 
the  Commonwealth  Bank  intervened  by  deciding  not  to  co-operate 

was  to  take  in  order  to  establish  the  truth  of  the  allegation  of  corruption  had 
not  yet  been  opened  and  Mr.  Theodore  was  therefore  not  yet  cleared  of  the 
charge. 

1  This  Theodore  Plan  was  on  the  same  hnes  as  the  Gibbons  Plan  which 
had  been  adopted  by  the  Labour  Party  Caucus  on  the  5th  November,  1930. 
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further  in  financing  State  Governments  unless  drastic  steps  were 
taken  to  reduce  expenditure.  On  the  same  date,  the  Premiers’ 
Conference  definitely  adopted  a  three -years’  plan  for  dealing  with  the 
financial  problem. 

In  the  meantime,  a  parallel  struggle  had  been  taking  place  over 
the  Commonwealth  Court  of  Arbitration’s  award  reducing  the  basic 
wage  by  10  per  cent.  On  the  2nd  February,  the  Commonwealth 
Attorney-General  applied  to  the  Court  for  a  postponement  in  the 
application  of  its  award  on  the  ground  that  the  Commonwealth 
Government  were  in  the  act  of  formulating  a  plan  for  the  preservation 
of  the  national  security  and  solvency,  the  stimulation  of  industry, 
the  restoration  of  credit,  and  the  alleviation  of  unemployment.  On 
the  20th  February,  however,  Mr.  Scullin  refused  to  agree  to  a  request, 
presented  by  a  delegation  from  the  Australian  Conference  of  Trade 
Unions,  that  the  Government  should  declare  a  state  of  national 
emergency  and  should  override  the  Court’s  award.  On  the  24th 
February,  the  Court  refused  the  Commonwealth  Attorney’s  request ; 
and  in  the  event  a  trades  union  congress  implicitly  acquiesced  in  the 
award  by  rejecting  a  proposal  for  a  general  strike. 

On  the  21st  February  a  conference  began  between  Mr.  Scullin  and 
Mr.  Theodore  and  representatives  of  the  Commonwealth  Bank  and 
of  trading  banks ;  and  on  the  25th  the  two  ministers  informed  the 
Premiers’  Conference  that  the  decision  of  the  banks  was  unfavourable 
to  the  three  years’  plan  which  the  Conference  had  adopted  on  the 
13th.  The  financial  policy  desired  by  the  bankers  was  more  austere  ; 
but  Mr.  Theodore  replied  by  submitting  to  the  Conference  a  revised 
version  of  his  proposals,  and  next  day  he  announced  at  the  Conference 
that  the  Government  would  introduce  legislation  to  authorize  an 
increase  of  £24,000,000  in  the  fiduciary  note  issue  for  the  relief  of 
unemployment  and  the  assistance  of  wheat -growers.  On  this  proposal 
the  Conference  was  equally  divided;  but  a  resolution  was  carried 
condemning  Mr.  Lang’s  proposal  for  a  compulsory  reduction  of 
interest  rates,  and  Mr.  Theodore’s  policy  was  approved  not  only  by 
the  Premiers  but  by  the  Caucus,  in  whose  hands  all  office-holders 
placed  their  resignations.  On  the  2nd  March,  when  the  Caucus  made 
new  appointments,  Mr.  Scullin  and  Mr.  Theodore  retained  their 
positions  ;  but  two  other  members  of  the  late  Commonwealth  Cabinet 
who  were  partisans  of  Mr.  Lang  were  not  re-elected.  Simultaneously, 
the  Caucus  empowered  the  Commonwealth  Premier  and  Treasurer 
to  proceed  with  a  bill  for  authorizing  an  issue  of  fiduciary  currency 
up  to  a  figure  of  £18,000,000  as  the  first  step  in  a  new  financial 
policy — a  policy  which  alienated  the  banks  and  the  Opposition  by 
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its  laxity,  without  being  sufficiently  lax  to  satisfy  the  Government  s 
own  Left  Wing,  which  was  now  in  open  opposition.  Ihe  weakness 
of  the  Labour  Government  in  this  political  warfare  on  two  fronts  was 
displayed  in  the  narrow  margin  of  five  votes  (on  a  turnover  of  thirty- 
eight  votes  to  thirty -three)  by  which  a  motion  of  censure  was  defeated 
in  the  House  of  Representatives  at  Canberra  on  the  13th  March.  On 
that  occasion,  five  members  of  the  Labour  Right  YV  ing  voted  with  the 
Opposition,  and  the  Government  were  only  saved  by  the  support  of 
five  Left  Wing  dissidents.  Mr.  Scullin  and  Mr.  Theodore  suffered  a  blow 
from  the  opposite  quarter  on  the  14th,  when  a  resolution  endorsing  Mr. 
Lang’s  policy  was  passed  by  the  Australian  Labour  Party  Conference. 

On  the  17th  March,  Mr.  Lang’s  bill  for  reducing  interest  rates  was 
introduced  into  the  New  South  Wales  Legislative  Assembly  at 
Sydney.  Thereafter,  on  the  24th,  Mr.  Theodore  introduced  a  bill 
into  the  House  of  Representatives  at  Canberra  for  giving  the 
Commonwealth  Government  control  of  the  Commonwealth  Bank 
gold  reserve  in  order  to  meet  overseas  obligations.  On  the  26th, 
Mr.  Scullin  announced  in  the  House  that  the  Government  of  New 
South  Wales  had  declared  their  intention  of  defaulting  on  the  pay¬ 
ment  of  interest  on  two  loans  which  were  due  in  London  on  the 
1st  April  to  the  amount  of  £729,251.  On  the  30th  March,  he  announced 
that  these  obligations  of  New  South  Wales  would  be  met  by 
the  Commonwealth,1  and  the  amount  owing  was  duly  paid  by  the 
Commonwealth  Government  on  the  1st  April  in  London.  On  the 
28th  April,  Mr.  Scullin  announced  that  Mr.  Lang  had  informed  him 
that  New  South  Wales  would  be  unable  to  meet  the  interest  due  in 
the  next  few  days  to  private  bond-holders  in  London  and  New  York  ; 
and  Mr.  Scullin  now  declared  that  the  Commonwealth  would  make 
these  payments  likewise  as  they  fell  due. 

Meanwhile,  on  the  14th  April,  in  the  House  of  Representatives  at 
Canberra,  Mr.  Scullin’s  Government  escaped  defeat  by  a  margin  of 
only  two  votes  on  a  motion  of  adjournment ;  and  Mr.  Theodore 
admitted  that  the  deficit  on  the  Commonwealth’s  current  accounts 
for  the  first  nine  months  of  the  financial  year  exceeded  £19,000,000. 
Thereafter,  on  the  17th  April,  the  Senate  at  Canberra  rejected  the 
fiduciary  bill  on  its  second  reading ;  and  Mr.  Theodore  laid  on 
the  table  a  recent  communication  from  the  Commonwealth  Bank 

1  The  Commonwealth  had  assumed  responsibility  for  the  service  of  the 
overseas  debts  of  the  States  under  an  agreement  made  in  1927.  In  announcing 
the  Commonwealth  Government’s  intention  to  honour  this  obligation,  Mr. 
Scullin  also  announced,  on  the  30th  March,  1931,  that  legal  proceedings  would 
be  taken  in  the  High  Court  to  recover  from  the  New  South  Wales  Government 
the  amount  owing. 
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intimating  that  a  point  was  being  reached  beyond  which  it  would  be 
impossible  to  provide  further  financial  assistance  unless  there  were 
a  definite  change  for  the  better  in  the  general  economic  situation. 

In  the  House  of  Commons  at  Westminster,  the  Secretary  of  State 
for  the  Dominions,  Mr.  J.  H.  Thomas,  stated  on  the  15th  April  that, 
in  reply  to  a  request  from  the  Australian  Government  for  a  modifica¬ 
tion  of  the  terms  of  the  agreement  made  in  1921  for  repayment  of  the 
money  lent  to  Australia  during  the  War,  the  Government  at  West¬ 
minster  had  agreed  to  postpone  for  two  years  the  repayment  of 
capital  and  to  extend  by  two  years  the  total  period  of  repayment. 
This  alleviation,  however,  did  not  suffice  to  extricate  Australia  from 
her  financial  troubles,  which  went  much  deeper.  On  the  21st  April, 
for  instance,  it  was  announced  that  the  Commonwealth  Savings 
Bank  was  prepared  to  agree  to  an  amalgamation  with  the  New  South 
Wales  State  Savings  Bank,  from  which  withdrawals  of  deposits  had 
been  going  on  steadily  for  some  time  past ;  and  on  the  23rd  the  New 
South  Wales  State  Savings  Bank  was  closed. 

At  a  meeting  of  the  Australian  Loan  Council  which  was  held  in 
Melbourne  on  the  23rd-26th  April,  the  raising  of  an  internal  loan  of 
£12,000,000  was  agreed  to  at  Mr.  Theodore’s  suggestion.  At  the 
same  time,  the  Council  also  discussed  ways  and  means  of  effecting 
further  economies  in  Government  expenditure  and  resolved  on 
measures  which  would  save  £11,300,000  in  the  aggregate  for  all 
Governments  except  that  of  New  South  Wales.  The  Council  also 
recommended  a  reduction  of  bank  interest,  a  balancing  of  Budgets 
at  the  end  of  three  years,  and  an  immediate  convention  of  State 
Premiers  and  Treasurers,  together  with  the  principal  parliamentary 
leaders,  ‘for  the  purpose  of  taking  steps  for  the  restoration  of  financial 
stability  and  for  providing  employment  for  the  people’. 

In  the  political  field,  while  the  internal  struggle  in  the  bosom  of 
the  Australian  Labour  Party  was  still  fluctuating,  the  Opposition 
Groups  in  the  Commonwealth  Parliament  combined,  with  the  ex¬ 
ception  of  the  Country  Party,  on  the  7th  May,  to  form  ‘the  United 
Australia  Party’  with  Mr.  Lyons — an  ex-member  of  the  Labour 
Ministry  in  the  Commonwealth  Government1 — as  leader  and  Mr. 
Latham  as  his  deputy.  In  May  1931,  the  troubles  of  Australia  became 
interwoven  with  those  of  other  countries  so  closely  that  it  will  be 
convenient  to  deal  with  them  all  in  a  single  narrative  from  this  point 
onwards.  The  local  Australian  antecedents  to  the  paroxysm  into 
which  the  world  crisis  fell  in  May  have  been  described  here  at  some 

1  For  Mr.  Lyons’s  resignation  from  Mr.  Scullin’s  Cabinet  when  Mr.  Theodore 
was  reinstated  by  the  Party  Caucus  on  the  26th  January,  see  pp.  49-50,  above. 
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length  because  they  are  a  conspicuous  example  of  a  state  of  affairs 
and  a  state  of  mind  which  were  widely  prevalent  at  the  moment. 

In  Great  Britain,  as  in  Australia,  the  opening  of  the  year  1931 
found  a  Labour  Administration  in  office  and  financial  troubles  on 
the  horizon  which  were  to  split  the  ranks  of  the  Labour  Party  and 
put  it  out  of  power  before  the  year  was  over. 

In  Great  Britain,  as  elsewhere  at  the  time,  the  pressure  of  the 
world  crisis  was  revealing  itself  in  a  shrinkage  in  the  volume  of  trade 
and  a  growth  in  the  volume  of  unemployment,  which  respectively 
diminished  the  receipts  and  increased  the  expenses  of  the  Exchequer. 
The  public  finances  were  already  flagging  under  this  double  strain. 

British  industry  was  struggling — as  it  had  been  struggling  off  and 
on  for  the  past  ten  years — in  a  vicious  circle.  The  loss  of  business 
caused  by  the  successful  competition  of  rival  national  industries  in 
the  world  market  and  by  the  tendency  of  the  world  demand  to  shift 
from  the  traditional  British  staples  to  new  types  of  manufactures1 
was  impelling  employers  to  reduce  wages ;  and  attempts  at  wage 
reduction  were  producing  industrial  unrest  which  was  diminishing 
British  competitive  power  and  restricting  British  markets  still 
farther  and  was  thus  stimulating  fresh  calls,  on  the  employers’  part, 
for  the  reduction  of  wages  still  farther. 

The  first  months  of  the  year  1931  were  marked,  in  Great  Britain, 
by  wide  spread  industrial  conflicts.  On  New  Year’s  Day  itself, 
a  strike  began  in  the  South  Wales  coal-field.  On  the  2nd  January, 
in  Lancashire,  a  meeting  between  employers  and  operatives  in  the 
cotton  industry  failed  to  reach  agreement  on  the  burning  question  of 
‘more  looms  per  weaver’.  On  the  5th,  a  strike  began  in  nine  cotton 
mills  at  Burnley ;  and  a  general  lock-out  of  weavers  in  the  Burnley 
district  came  into  effect  on  the  10th.  On  the  17th,  a  delegate  con¬ 
ference  of  South  Wales  miners  accepted  certain  terms  of  provisional 
settlement  which  had  been  agreed  to  between  their  representatives 
and  the  mine  owners ;  but  this  respite  was  offset,  two  days  later,  by 
a  general  lock-out  of  cotton  operatives,  throughout  Lancashire, 
which  began  on  the  19th.  On  the  20th,  the  National  Wages  Board  for 
the  railway  industry  began  an  inquiry  into  the  claims  of  railway 
companies  for  an  alteration  of  wages  and  working  conditions.  On  the 
30th,  a  joint  conference  between  employers  and  workmen  in  the 
engineering  industry  met  to  consider  ‘the  whole  question  of  wages 
and  working  conditions’.  In  February,  the  industrial  outlook 
in  Great  Britain  was  brightened  by  an  agreement,  signed  on  the 
9th,  between  the  owners’  and  the  workers’  representatives  on  the 
2  See  the  Survey  for  1930,  Part  VI,  section  (i). 
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Conciliation  Board  for  the  South  Wales  coal-field  and  by  the  calling 
off,  on  the  13th,  of  the  Lancashire  cotton-trade  lock-out.  The  findings 
of  the  National  Wages  Board  for  the  railways — providing  for  a 
general  reduction  of  wages  with  certain  exceptions — were  issued  on 
the  5th  March. 

The  next  acts  that  fall  to  be  recorded  were  constructive.  On  the 
14th  March,  for  instance,  a  British  Empire  trade  exhibition  was 
opened  at  Buenos  Aires.  And  on  the  9th  April  a  general  plan  for  the 
reorganization  of  the  Lancashire  cotton  industry,  which  had  as  its 
starting-point  a  scheme  of  control  for  adjusting  surplus  productive 
capacity  to  present  and  prospective  needs,  was  considered  at  a  special 
meeting  of  the  joint  committee  of  cotton -trade  organizations  in 
Manchester.  On  the  other  hand,  on  the  24th  April,  the  Ship-building 
Employers’  Federation  laid  before  the  unions  of  employees  a  state¬ 
ment  on  the  serious  position  of  the  ship -building  and  ship-repairing 
industry ;  and  on  the  12th  May,  at  a  meeting  of  the  National  Joint 
Council  for  Dock  Labour,  the  employers  put  forward  proposals  for 
a  reduction  of  wage  rates  and  for  alterations  of  overtime  and  other 
conditions  of  employment.  On  the  other  side,  on  the  30th  April, 
a  deputation  from  the  Miners’  Federation  waited  on  the  Prime 
Minister  with  a  demand  for  a  new  Minimum  Wages  Bill. 

These  were  some  of  the  symptoms  of  the  industrial  adversity  in 
which  Great  Britain  found  herself  in  the  early  part  of  1931.  The 
industrial  situation  was  reflected  in  the  figures  of  unemployment. 
On  the  6th  January,  1931,  the  Ministry  of  Labour  in  Whitehall 
announced  that  on  the  29th  December,  1930,  there  had  been  2,643,127 
unemployed  persons  in  Great  Britain  as  against  a  figure  of  1,510,231 
on  the  30th  December,  1929. 

In  the  realm  of  public  finance,  the  turn  of  the  years  1930  and  1931 
had  been  signalized  in  Great  Britain  by  the  setting  up  of  a  Royal 
Commission  on  Unemployment  Insurance.  The  appointment  and 
terms  of  reference  of  this  Commission  were  announced  in  the  House 
of  Commons  at  Westminster  on  the  9th  December  by  the  Prime 
Minister,  Mr.  Ramsay  MacDonald.  The  Chairman  was  Mr.  Justice 
Holman  Gregory,  and  the  terms  of  reference  were  £  to  inquire  into  the 
provisions  and  working  of  the  Unemployment  Insurance  Scheme  and 
to  make  recommendations  with  regard  to  (i)  its  future  scope,  the 
provisions  which  it  should  contain  and  the  means  by  which  it’  might 
‘be  made  solvent  and  self-supporting;  and  (ii)  the  arrangements 
which  should  be  made  outside  the  scheme  for  the  unemployed  who’ 
were  ‘capable  of,  and  available  for,  work’.  On  the  29th  January, 
1931,  the  Commission  was  presented  with  a  Treasury  memorandum 
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in  which  it  was  pointed  out  that  continued  borrowing  on  the  current 
scale  for  payment  of  benefit  without  adequate  provision  for  repay¬ 
ment  by  the  Fund  would  quickly  call  in  question  the  stability  of 
British  public  finances. 

On  the  11th  February,  nevertheless,  a  Conservative  motion  of 
censure  accusing  the  Government  of  extravagance  was  defeated  in 
the  House  of  Commons  at  Westminster  by  310  votes  to  235.  In  the 
debate,  however,  on  this  occasion  the  Chancellor  of  the  Exchequer, 
Mr.  Snowden,  admitted  that  the  financial  position  of  the  country 
was  very  grave  and  that  unemployment  insurance  payments  could 
not  continue  in  their  current  volume ;  and  he  declared  that  drastic 
measures  would  have  to  be  taken  which  would  call  for  sacrifices  from 
all  classes.  On  the  12th  February,  the  Liberal  Party — on  whose 
support  the  Labour  Government  depended  for  their  majority — 
secured  a  debate  in  the  House  of  Commons  on  a  resolution  calling 
for  the  planning,  and  financing  by  loan,  of  development  works  for 
the  relief  of  unemployment.  This  Liberal  resolution  was  accepted 
by  the  Prime  Minister  on  the  understanding  that  it  implied  only 
a  speeding  up  of  existing  Government  policy.  On  the  16th  February, 
a  resolution  was  carried  in  the  House  of  Commons  which  authorized 
the  raising,  from  £70,000,000  to  £90,000,000,  of  the  statutory  maxi¬ 
mum  for  the  amount  of  the  advances  which  might  be  made  by  the 
Treasury  to  the  Unemployment  Fund;  and  on  the  18th  the  bill 
passed  its  second  reading  by  279  votes  to  218.  On  the  same  date, 
a  parliamentary  paper  was  issued  presenting  Supplementary  Civil 
Estimates  of  £1,858,500.  On  the  17th  February,  while  the  Unemploy¬ 
ment  Insurance  Bill  was  in  course  of  passage,  Mr.  Snowden  repeated 
and  explained  his  warning  as  to  the  urgent  need  for  national  economy 
at  a  special  meeting  of  the  Parliamentary  Labour  Party ;  and  he 
uttered  further  warnings  in  a  speech  in  his  constituency  on  the  21st. 
He  announced  that  the  cost  of  unemployment  to  the  public  purse 
was  now  £100,000,000  a  year,  and  he  declared  that  an  unbalanced 
Budget  would  have  disastrous  effects  on  the  exchanges,  on  which 
the  foreign  trade  of  the  country  depended.  On  the  17th  March,  the 
personnel  and  terms  of  reference  of  a  new  committee  (the  May 
Committee)  were  announced  in  the  House  of  Commons  at  West¬ 
minster  by  the  Prime  Minister.  This  committee  was  empowered  ‘to 
make  recommendations  to  the  Chancellor  of  the  Exchequer  for 
effecting  forthwith  all  possible  reductions  in  the  national  expenditure 
on  supply  services,  having  regard  especially  to  the  present  and 
prospective  position  of  the  revenue’.  The  financial  year  closed  in 
Great  Britain  with  a  deficit,  in  the  public  accounts,  of  £23,275,971 
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(allowing  for  a  sum  of  £66,830,431,  which  had  been  applied  to 
debt  redemption).  Nevertheless,  an  Opposition  motion,  regretting 
the  growing  burden  of  national  expenditure,  which  was  moved  in  the 
House  of  Commons  on  the  same  day,  was  rejected — though  only  by 
the  narrow  majority  of  twenty -eight — while  on  the  16th  April  a 
Conservative  motion  of  censure  on  the  Government  was  defeated  by 
305  votes  to  251. 

In  these  circumstances,  the  Budget  for  the  financial  year  1931-2 
was  introduced  by  the  Chancellor  of  the  Exchequer  on  the  27th 
April  (slightly  later  than  the  customary  date,  owing  to  the  state  of 
Mr.  Snowden’s  health).  The  Chancellor’s  estimate  of  expenditure 
was  £803,366,000  and  his  estimate  of  revenue  £766,000,000 — leaving 
a  deficit  of  £37,366,000.  He  announced  that  he  hoped  to  raise  an 
additional  £37,500,000  by  increasing  the  tax  on  petrol,  re-arranging 
the  collection  of  income-tax,  and  taking  £20,000,000  from  the  Ex¬ 
change  Account.  He  warned  the  House,  however,  that  he  had  only 
postponed  trouble  for  a  year,  and  that  in  the  following  year  a  heavy 
increase  of  taxation  would  be  inevitable  unless  public  expenses 
were  decreased  and  revenues  increased  by  a  revival  of  trade  which 
would  reduce  unemployment  and  expand  the  yield  of  income-tax. 

On  the  5th  May,  the  Royal  Commission  on  Unemployment 
Insurance  completed  the  first  phase  of  its  inquiry.  Evidence  had 
been  given  by  representatives  of  the  National  Confederation  of 
Employers’  Organizations  to  show  that  the  cost  of  unemployment 
benefit,  excluding  costs  of  administration,  was  now  £120,000,000 
a  year,  while  a  further  £4,000,000  a  year  was  being  dispensed  in 
relief  to  able-bodied  persons  by  local  authorities.  For  payment  of 
relief,  the  local  authorities  had  already  borrowed  £6, 000, 000, while 
the  Insurance  Fund  owed  £80,000,000  already  and  was  contracting 
fresh  indebtedness  at  the  rate  of  £1,000,000  a  week. 

The  financial  situation  in  Great  Britain,  as  it  had  come  to  be  in 
May  1931,  is  the  best  measure  of  the  critical  state  of  the  economic 
world  order  at  the  time  ;  for  the  soundness  of  British  finance  had  been 
the  mainstay  of  this  order  from  the  beginning  of  its  existence.  It 
was  not  only  that  the  conduct  of  British  public  finance  had  been 
exemplary.  It  had  been  the  actual  pillar  on  which  the  main  weight 
of  the  world’s  credit  system  had  rested  ever  since  the  time,  some 
two  centuries  back,  when  London  had  taken  the  place  of  Amsterdam 
as  the  principal  international  money-market.  The  City  of  London 
had  been  able  to  make  itself  the  world’s  financial  centre,  thanks  to 
the  long-tested  and  universally  recognized  impregnability  of  the 
pound  sterling;  and  sterling  had  been  impregnable  because  the 
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Government  whose  currency  it  was,  and  on  whose  conduct  its 
character  and  reputation  depended,  had  been  impeccable  in  its 
financial  policy.  This  could  no  longer  be  said  of  the  British  Govern¬ 
ment’s  financial  policy  in  May  1931.  The  foundations  on  which  the 
pillar  rested  were  visibly  giving  way;  and  although  the  pillar  itself 
still  looked  as  sturdy  as  ever  to  laymen  (at  any  rate  in  Great  Britain 
if  not  abroad),  the  experts  had  begun  to  take  furtive  measurements 
of  the  cracks  in  it  which  their  sharp  eyes  discerned,1  and  to  discuss 
in  whispers  whether  any  part  of  the  structure  could  stand  if  the 
central  pillar  were  to  collapse. 

The  very  beauty  of  the  economic  world  order,  which  consisted  in 
the  subtle  interdependence  of  all  its  architectural  members,  enhanced 
the  danger  of  catastrophe  now  that  the  strain  had  come  so  near  to 
breaking-point ;  for  the  collapse  of  a  flying  buttress  or  even  the  fall 
of  an  ornamental  pinnacle  might  send  a  tremor  running  through 
roof  and  wall  and  pillar ;  and  at  the  slightest  shock  the  whole  building 
might  tumble  about  its  inmates’  ears.  As  a  matter  of  fact,  the 
catastrophe  of  1931  came  about  in  this  very  fashion.  It  was  not  the 
central  column  but  an  outlying  buttress  that  first  gave  way ;  for 
although  the  lapse  of  the  pound  sterling  from  the  Gold  Standard  was 
the  most  sensational  and  the  most  important  event  in  the  inter¬ 
national  financial  history  of  the  year,  the  series  of  catastrophes 
which  gave  this  year  1931  its  extraordinary  character  began  with  the 
failure  of  the  Austrian  Credit- Anstalt  fiir  Handel  und  Gewerbe  on  the 
1 1th  May.  If  the  World  Crisis  of  1931  may  be  regarded  as  comparable 
to  the  World  War  of  1914,  then  the  failure  of  the  Credit- Anstalt  at 
Vienna  on  the  11th  May,  1931,  may  be  taken  as  the  analogue  to  the 
murder  of  the  Archduke  Franz  Ferdinand  at  Sarajevo  in  1914  on  the 
28th  June.  In  1931,  the  mutilated  Austria  which  had  emerged  from 
the  peace  settlement  was  far  farther  from  being  the  hub  of  the  con¬ 
temporary  human  universe  than  the  powerful  Austro-Hungarian 
Monarchy  had  been  in  1914.  Yet  it  was  still  an  organic  part  of  Western 
Society ;  and,  in  the  state  of  world-wide  interdependence  which  was 
the  essence  of  the  structure  of  this  Society  in  this  age,  the  murder  of 
an  Austrian  heir  to  the  throne  or  the  failure  of  an  Austrian  banking 
institution  was  a  sufficient  shock  to  overthrow  the  precarious  balance 
of  world  affairs. 

1  An  example  of  the  signs  of  the  times  which  experts  read  and  laymen 
ignored  is  the  exchange  of  views  between  French  and  British  Treasury 
officials  on  the  problems  of  gold  and  the  exchanges  early  in  the  year.  On  the 
-nd  January,  1931,  semi-official  conversations  were  started  in  Paris  and  these 
were  continued  in  London  during  the  second  half  of  the  month.  The  incon¬ 
clusiveness  of  these  conversations  was  their  ominous  feature. 
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The  unity  of  world  affairs  in  this  age,  and  the  problem  which  this 
unity  presents  to  any  observer  who  attempts  to  record  the  events  of 
May  to  December  1931,  cannot  be  conveyed  more  aptly  than  in  the 
words  of  the  Ancient  Greek  historian  Polybius,  in  the  preface  to  his 
history  of  the  world  in  his  own  times:  the  second  century  b.c. 

The  coincidence  by  which  all  the  transactions  of  the  world  have  been 
oriented  in  a  single  direction  and  guided  towards  a  single  goal  is  the 
extraordinary  characteristic  of  the  present  age  .  .  .  [and]  the  unity  of 
events  imposes  upon  the  historian  a  similar  unity  of  composition  in 
depicting  for  his  readers  the  operation  of  the  laws  of  Fortune  upon  the 
grand  scale.  .  .  .  That  mighty  revolutionary,  whose  pawns  are  human 
lives,  has  never  before  achieved  such  an  astonishing  tour  de  force  as  she 
has  staged  for  the  benefit  of  our  generation ;  .  .  .  and  if  any  reader  sup¬ 
poses  that  a  survey  of  the  leading  countries  in  isolation  from  one 
another,  or,  rather,  the  contemplation  of  their  respective  local  chronicles, 
can  give  him  an  intuition  into  the  scheme  of  the  world  in  its  general 
arrangement  and  setting,  I  must  hasten  to  expose  his  fallacy.1 

On  this  authoritative  precedent,  the  analytical  treatment  of 
modern  international  affairs,  which  is  the  usual  practice  in  this 
Survey,  is  abandoned  in  the  following  chapter;  and  an  attempt  is 
made,  instead,  to  give  a  unitary  narrative  of  outstanding  events  in 
a  chapter  of  history  which  is  comprehensible  only  as  a  unity  if  it  is 
comprehensible  at  all. 

(c)  The  Resolution  of  Forces 
(1)  Introductory. 

The  last  eight  months  of  the  year  1931  were  unlike  any  months 
which  the  living  generation  of  Mankind  had  lived  through  since  the 
Armistice  of  the  11th  November,  1918.  They  were  peculiar  not  only 
on  account  of  the  external  course  of  events  but  even  more  on  account 
of  the  state  of  mind  by  which  the  events  were  produced  and  in  which 
they  were  reflected.  In  microcosm  and  in  macrocosm  alike,  the 
movement  went  accelerando  and  crescendo,  just  as,  in  an  automobile 
race,  the  cars  gather  speed  as  they  go  and  the  crowd’s  excitement 
rises  in  the  same  rhythm. 

Ut  cum  carceribus  sese  effudere  quadrigae, 
addunt  in  spatio,  et  frustra  retinacula  tendens 
fertur  equis  auriga,  neque  audit  currus  habenas.2 

A  consideration  of  these  two  parallel  series  of  movements — the 
one  material  and  the  other  psychological — makes  it  clear  that  the 

1  Polybius,  Book  I,  Chs.  1-4.  Parts  of  the  same  passage  have  been  quoted 
in  the  Survey  for  1920-3,  on  p.  x. 

2  Vergil,  Georg.  I.  512-14,  quoted  in  the  Survey  for  1928,  on  p.  3. 
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psychological  movement  was  by  far  the  more  important.  Indeed,  in 
the  historical  drama  of  1931,  as  in  the  Napoleonic  drama  interpreted 
by  Thomas  Hardy  in  The  Dynasts,  the  psychological  forces  were  the 
real  actors  on  the  stage,  and  the  material  forces — nations  and  states 
and  Governments,  bankers  and  politicians,  commodities  and  cur¬ 
rencies — were  their  creatures,  which  moved  under  their  impulsion 
like  manipulated  marionettes  or  like  shadows  thrown  on  a  screen. 
For  it  was  not  in  material  equipment  or  in  technical  skill  that  ‘  the 
Great  Society  ’  was  weak.  In  1931  the  mere  external  mechanism  of 
the  international  credit  system  was  child’s  play  to  the  children  of  the 
age,  though  it  might  have  seemed  miraculous  to  an  Ancient  Greek  or 
Sumerian  if  he  could  have  risen  from  the  dead  to  behold  it.  If  ‘the 
Great  Society’  felt  itself  in  danger  of  sinking  in  1931,  this  was  not 
through  physical  inability  to  walk  on  the  water  but  through  a 
psychological  failure :  a  Petrine  failure  of  faith.  And  this  withdrawal 
of  a  spiritual  gift  which  the  statesmen  of  the  day  called  ‘  security  ’  and 
the  bankers  ‘  credit  ’  was  the  essence  of  the  crisis :  the  inner  reality  of 
which  the  external  events  were  symptoms. 

To  those  who  lived  through  the  critical  months,  it  felt  as  though 
the  combined  forces  of  Fate  and  Folly  were  making  a  concentrated 
attack  upon  the  citadel  of  Civilization.  The  news  of  the  failure  of  the 
Gredit-Anstalt  on  the  11th  May  struck  the  ear  like  the  first  report  in 
an  artillery  bombardment,  and  the  salvos  rapidly  increased  in  fre¬ 
quency  and  intensity  until  they  became  a  continuous  stupifying 
drum-fire,  which  confounded  the  ordinary  multiplicity  of  human 
sensations  in  the  single  sense  of  a  ‘  totalitarian  ’  ordeal.  Mutatis 
mutandis,  with  the  substitution  of  ‘crisis’  for  ‘war’,  this  sense  may 
perhaps  be  conveyed,  as  aptly  as  in  any  other  way,  by  citing  an 
impression  of  the  Peloponnesian  War  from  the  experience  of  Thucy¬ 
dides: 

The  greatest  war  before  the  last  was  the  Persian  War,  and  that  was 
quickly  decided  by  two  engagements  on  sea  and  two  on  land.  But  the 
late  war  was  greatly  protracted  and  involved  Hellas  in  more  terrible 
catastrophes  than  she  had  ever  before  experienced  in  an  equal  period 
of  time  ...  In  addition  to  [the  destruction  caused  by  human  agencies], 
there  were  amply  attested  occurrences  of  calamities  for  which  there 
were  traditional  precedents  but  few  substantial  examples,  such  as 
earthquakes,  which  set  in  with  unparalleled  range  and  violence,  or 
eclipses,  which  occurred  with  greater  frequency  than  had  ever  previously 
been  recorded.  There  were  also  severe  local  droughts  and  consequent 
famines,  v  bile  one  of  the  worst  scourges  was  the  plague,  which  materially 
reduced  the  population.  The  War  was  the  signal  for  the  attacks  of  all 
these  forces  of  Nature.1 

1  Thucydides,  Book  I,  Chap.  23. 
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In  a  similar  vein,  the  historian  of  1931  could  testify  that  there  were 
no  valid  precedents  for  the  crisis  of  that  year  in  the  short  history,  up 
to  date,  of  the  modern  economic  world  order.  The  current  crisis 
surpassed  its  predecessors  so  far  in  duration  and  intensity  that  the 
difference  in  degree  was  equivalent  to  a  difference  in  kind.1  And  a 
modern  Thucydides  or  Livy  would  not  fail  to  note  the  natural 
portents  which  heralded  and  accompanied  this  fateful  experience 
in  the  life  of  ‘the  Great  Society’  of  a  later  day.  He  would  record, 
for  example,  that,  in  New  Zealand,  the  announcement  on  the  1st 
February,  1931,  that  unemployment  registrations  had  doubled 
within  the  preceding  three  months  was  followed  on  the  3rd  by  the 
news  of  a  devastating  earthquake,  which  overthrew  two  flourishing 
towns.2  In  Nicaragua,  again,  a  respite  from  political  troubles  was 
quickly  offset  by  another  stroke  of  Poseidon  the  Earth-Shaker’s 
trident.  On  the  13th  February,  it  was  announced  at  Washington  that, 
in  agreement  between  the  American  and  Nicaraguan  Governments, 
all  United  States  marines  in  Nicaragua  were  to  be  withdrawn  by 
June,  except  for  a  small  contingent  on  non-combatant  duty.3  On  the 
31st  March,  the  Nicaraguan  capital,  Managua,  was  visited  by  an 
earthquake  which  wrecked  the  city  and  inflicted  heavy  casualties  on 
the  inhabitants.  On  the  7th  and  8th  March,  serious  loss  of  life  was 
caused  by  yet  other  earthquakes  in  the  Balkans. 

As  ominous  as  the  earthquakes  were  the  movements  of  men  in  high 
places.  The  spring  of  1931  saw  the  revival  of  a  practice  which  was 
associated  in  the  public  mind  with  times  of  tribulation,  since  it  had 
been  characteristic  of  the  four  years  of  general  war  and  the  years 
immediately  following.  In  the  spring  of  1931,  there  began  once  again 
a  migratory  movement  of  leading  statesmen  and  financiers — 
gathering  together  by  twos  and  threes  in  this  or  that  focus  of  political 
or  economic  power  without  finding  inspiration  in  conclave.4  These 
extraordinary  meetings,  outside  the  regular  organization  of  the 
Council,  Assembly,  and  Committees  of  the  League,  were  mostly 
improvised  at  short  notice  and  broken  off  inconclusively  before  the 
overburdened  authorities,  who  had  been  assembled  with  such 

1  See  Ohlin  Bertil,  The  Course  and  Phases  of  the  World  Economic  Depression 
(League  of  Nations  Document:  Official  No.  A.  22.  1931  II  A),  Chapter  VII: 
‘Comparison  with  Earlier  Depressions.’ 

2  This  natural  visitation  did  not  exempt  New  Zealand  thereafter  from  con¬ 
tinuing  to  suffer  from  the  economic  depression  like  the  rest  of  the  world. 

3  See  the  Survey  for  1930,  pp.  398-400. 

4  For  a  record  of  eighteen  conferences  of  the  same  type  which  came  and 
went,  during  the  years  immediately  following  the  General  War  of  1914-18, 
between  the  8th  January,  1920,  and  the  19th  May,  1922,  see  the  Survey  for 
1920-3,  pp.  5-33. 
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difficulty,  had  had  time  to  take  effective  counsel  together.  This 
spectacle  of  the  official  arbiters  of  human  affairs  feverishly  converging 
upon  London  or  Paris  or  Berlin  or  Rome  or  New  York,  only  to 
disperse  again,  with  the  same  feverish  haste,  to  their  local  quarters, 
made  an  impression  of  impotence  which  had  a  depressing  effect  upon 
the  public  morale ,1 

A  prelude  to  the  movements  of  this  kind  in  1931  was  the  energetic 
and  nearly  successful  mission  of  two  British  Cabinet  Ministers 
Mr.  Henderson  and  Mr.  Alexander — to  Paris  and  Rome  and  Paris 
again  on  the  23rd  February- 1st  March  in  the  hope  of  saving  the 
Franco -Italian  naval  negotiations  from  breaking  down.  This  mission 
need  only  be  mentioned  in  passing,  since  it  has  been  touched  upon 
already  above  2  and  is  dealt  with  in  greater  detail  in  another  part  of 
this  volume.3 

On  the  6th  April  it  was  announced  that  two  German  statesmen — - 
the  Chancellor,  Dr.  Briining,  and  the  Foreign  Minister,  Dr.  Curtius 
— had  been  invited  by  the  British  Government  to  visit  England ;  and 
two  days  later  it  was  confirmed  that  the  visit  was  to  take  place  on 
the  5th-9th  June.  Germany  had  been  the  only  Great  Power  un¬ 
represented  in  1930  at  the  London  Naval  Conference ;  and  the  motive 
of  the  invitation  was  a  wish  to  make  good  this  omission.  Accordingly 
the  German  statesmen  were  invited  now  to  England  alone — a  feature 
of  the  invitation  which  caused  some  uneasiness  in  Paris. 

Meanwhile,  on  the  6th-8th  April  in  Washington,  there  was  a  series 
of  meetings  of  at  least  as  great  significance  between  the  Governor  of 
the  Bank  of  England,  Mr.  Montagu  Norman,  and  the  President  of  the 
United  States,  Mr.  Hoover,  the  Secretary  of  the  United  States 
Treasury,  Mr.  Mellon,  and  the  Governor  and  Members  of  the  Federal 
Reserve  Board. 

Thus,  in  April  1931,  the  ant-heap  was  already  astir  in  anticipation 
of  the  havoc  which  was  to  be  made  of  it  next  month.  The  havoc 
began  with  the  failure  of  the  Austrian  Credit- Anstalt :  an  upheaval 

1  The  statesmen’s  own  state  of  mind  is  aptly  conveyed  in  the  following  lines 
of  Lucretius: 

Exit  saepe  foras  magnis  ex  aedibus  file, 
esse  domi  quern  pertaesumst,  subitoque  revertit, 
quippe  foris  nilo  melius  qui  sentiat  esse, 
currit  agens  mannos  ad  villam  praecipitanter, 
auxilium  tectis  quasi  ferre  ardentibus  instans ; 
oscitat  extemplo,  tetigit  cum  limina  vfilae, 
aut  abit  in  somnum  gravis  atque  oblivia  quaerit, 
aut  etiam  properans  urbem  petit  atque  revisit. 

Lucretius,  De  Berum  Batura, 
Book  III,  1060-7. 
See  Part  II,  section  (iv). 


See  p.  30,  above. 
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which  superposed  a  financial  crisis  upon  the  economic  crisis  that  was 
already  weighing  upon  the  world,  as  the  giants  piled  Pelion  on  Ossa 
in  their  mythical  assault  upon  Olympus. 

(2)  From  the  Failure  of  the  Credit-Anstalt  on  the  11th  May,  1931,  to  the 
Announcement  of  the  Hoover  Plan  on  the  20th  June,  1931. 

On  the  11th  May,  the  Austrian  Government  issued  a  communique 
on  the  situation  of  the  Credit-Anstalt  fur  Handel  und  Gewerbe:  a 
private  Viennese  financial  concern  which  was  not  only  the  largest 
and  oldest  and  most  highly  reputed  institution  of  its  kind  in  Austria, 
but  was  also  an  integral  and  important  part  of  the  financial  structure 
of  the  world.1  It  now  appeared  that,  in  settling  up  their  accounts 
for  the  year  1930,  the  Directors  of  the  Credit-Anstalt  had  become 
aware  that  the  house  had  suffered  such  losses  that  a  large  part  of  the 
share  capital  would  be  forfeit  if  the  losses  were  to  be  made  good  from 
that  source.  In  these  circumstances,  the  Austrian  Government  were 
obliged  to  intervene  by  guaranteeing  the  depositors  of  the  Credit- 
Anstalt  and  issuing  treasury  bonds  to  cover  the  bank’s  losses.2 

It  was  in  these  circumstances  that  the  Austrian  and  German 
Governments’  scheme  for  an  Austro-German  customs  union3  came  up 
for  consideration  before  the  Commission  of  Inquiry  for  European 
Union,  which  entered  on  its  third  session  on  the  15th  May,  at  Geneva, 
with  Monsieur  Briand  in  the  Chair  (fresh  from  his  defeat  in  the 
French  Presidential  Elections,  which  had  been  held  on  the  13th  May 
and  in  which  the  victorious  candidate  had  been  the  conservative- 
minded  Monsieur  Doumer).  On  the  Commission,  on  the  16th  May, 
Dr.  Curtius  put  the  German  case  for  the  union,  and  elicited  an  outline 
of  French  counter-proposals  which  included  financial  help  for 
Austria — who  now  once  more  lay,  as  she  had  lain  in  19 19-22, 4  like  a 
victim  on  the  international  altar,  tied  and  bound,  and  with  the  knife 
at  her  throat.  On  the  Council  of  the  League  of  Nations  on  the  18th 
May,  it  was  suggested  by  Mr.  Henderson,  and  agreed  to  by  the 
representatives  of  the  German  and  Austrian  Governments,  that  the 
juridical  issue  involved  in  the  scheme  should  be  submitted  to  the 
Permanent  Court  of  International  Justice ;  and  the  Council  adopted 
this  proposal  next  day.  The  dangerous  political  issue  was  thus 
deferred  for  consideration  at  a  more  convenient  season — if  ever  that 
season  should  arrive. 

1  See  the  interesting  obituary  notice  of  the  Credit-Anstalt  in  The  Economis  t 
of  London,  27th  June,  1931,  pp.  1368-70. 

2  See  pp.  209-10  below.  3  See  pp.  36-8  above.  See  also  Part  III  A. 

4  See  the  Survey  for  1920—3,  pp.  311-27. 
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One  possible  time-limit  was  indicated  by  the  progress  of  National 
Socialism,  with  its  militant  programme,  in  Germany ;  and  a  fresh  rise 
in  this  German  political  tide  was  registered  on  the  18th  May  in 
the  elections  for  the  Diet  of  Oldenburg,  when  for  the  first  time  the 
National  Socialists  secured  a  majority  in  the  Parliament  of  one  of 
the  Lander  of  the  Reich.  The  outbreak  of  a  strike,  on  the  same  date, 
in  the  French  textile  industry  in  opposition  to  wage  reductions  was 
a  straw  in  the  wind  which  might  be  taken  to  indicate  that  h  ranee 
herself  could  not  afford  to  ignore  the  economic  disorders  of  Europe 
and  the  world  at  large.  In  France,  however,  the  economic  strain  was 
not  yet  so  severe  as  to  produce  political  repercussions ;  and  on  the 
28th  May,  at  the  close  of  a  debate  on  foreign  policy  in  the  Chamber, 
the  Government  received  a  vote  of  confidence  by  319  votes  to  257. 

In  the  British  Empire,  in  May,  political  conditions  continued  to 
improve  in  India,  where  Mr.  Gandhi  arrived  in  Simla  on  the  13th  to 
discuss  the  implementation  of  the  Delhi  Pact.1  On  the  other  hand, 
in  Burma  the  armed  insurrection  continued.2  In  the  middle  of  the 
month,  the  insurgents  were  reported  to  be  active.  On  the  19th  May, 
the  Government  of  Burma  announced  that  they  had  decided  not  to 
proclaim  martial  law  but  that  they  were  ready  to  make  over  the 
insurrectionary  areas  to  the  military  authorities  if  necessary.  On 
the  26th  they  announced  that  additional  troops  were  being  sent  from 
India. 

At  the  same  time,  there  were  signs  of  increasing  economic  and 
financial  strain  in  most  of  the  English-speaking  States  Members  of 
the  British  Commonwealth.  In  Australia,  for  example,  the  struggle 
on  the  issue  between  a  deliberately  lax  and  a  resolutely  stringent 
management  of  the  public  finances  continued  until  the  end  of  May 
without  a  decision.  On  the  13th  the  Senate  rejected,  on  the  second 
reading,  the  Commonwealth  Bank  Bill  for  authorizing  the  shipment 
abroad  of  £5,000,000  of  the  Australian  gold  reserve  in  order  to  meet 
Australian  financial  obligations ;  and  on  the  22nd  the  Australian 
Loan  Council  considered  the  recommendations  of  an  expert  com¬ 
mittee  for  an  increase  in  taxation  and  a  further  reduction  of  expend! 
ture  with  a  view  to  the  balancing  of  Commonwealth  and  State 
Budgets  in  three  years.  On  the  23rd,  however,  Mr.  Theodore,  as 
Chairman  of  the  Council,  ruled  that  the  question  of  adopting  the 
experts’  report  was  outside  the  Council’s  jurisdiction.  (The  experts 
had  pointed  out  that  the  previous  year’s  accumulated  deficit  of 
£9,000,000  would  have  mounted  to  £30,000,000  by  the  end  of  June 
1931,  and  they  had  condemned  Mr.  Theodore’s  fiduciary  note  issue 
1  See  pp.  41-2,  above.  2  See  p.  42,  above. 
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plan.)  Meanwhile,  the  financial  difficulties  of  New  Zealand  were 
becoming  almost  as  acute  as  those  of  her  larger  neighbour.  On  the 
12th  May,  the  New  Zealand  Arbitration  Court  began  the  hearing  of 
an  application  from  the  Employers’  Federation  for  a  20  per  cent, 
reduction  in  all  wages  fixed  by  award;  and  on  the  31st  the  Court 
awarded  a  reduction  of  wages  by  10  per  cent,  as  from  the  8th  June. 
On  the  31st  May,  likewise,  the  Prime  Minister  of  New  Zealand 
announced  that  the  accounts  for  the  financial  year  1930-1  had  closed 
with  a  deficit  of  £1,639,000  (on  a  revenue  of  £23,069,000  and  expendi¬ 
ture  of  £24,708,000).  On  the  1st  June,  in  consequence  of  the  failure 
of  negotiations  between  New  Zealand  and  Canada  for  reciprocal 
tariff  concessions,1  the  New  Zealand  Government  deprived  almost  all 
imported  Canadian  goods  of  the  benefit  of  British  preferential  tariff 
rates  and  placed  them  on  the  general  tariff  list.  In  Canada,  on  the 
same  day,  the  Prime  Minister,  Mr.  Bennett,  in  his  Budget  speech 
in  the  House  of  Commons  at  Ottawa,  announced  that  the  accounts 
for  the  financial  year  1930-1  had  closed  with  a  deficit  of  $83,844,358 
on  a  revenue  of  $356,216,299  and  an  expenditure  of  $440,060,657. 
There  was  also  financial  trouble  in  Newfoundland — a  State  Member 
of  the  British  Commonwealth  whose  financial  history  had  not  always 
run  smoothly  even  in  more  prosperous  times.  On  the  16th  May  it  was 
announced  that  a  number  of  citizens  of  Newfoundland  had  addressed 
a  petition  to  the  Dominions  Office  in  Whitehall  in  which  they  asked 
for  the  appointment  of  a  Royal  Commission  of  financial  experts  to 
investigate  the  financial  affairs  of  the  island  and  advise  on  steps  for 
securing  financial  stability.  On  the  7th  June,  at  Ottawa,  it  was 
amiounced  by  Mr.  Bennett  that  an  Imperial  Economic  Conference, 
which  had  been  arranged  provisionally  for  August,  had  been  post¬ 
poned  owing  to  the  uncertainty  of  the  political  situation  in  New 
Zealand  and  Australia.  The  political  situation  was,  indeed,  uncertain 
at  this  time  in  a  majority  of  the  States  Members  of  the  British 
Commonwealth,  including  the  Union  of  South  Africa  and  the  United 
Kingdom. 

The  economic  and  financial  strain  which  was  thus  making  itself  felt  in 
the  self-governing  Dominions  of  the  British  Crown  was  also  perceptible 
in  Great  Britain.  On  the  20th  May,  the  National  Council  of  Industry 
and  Commerce  met  in  London  and  made  a  declaration  warning  the 
nation  that  there  was  grave  danger  of  an  economic  and  industrial 
collapse.  The  Council  demanded  immediate  action  by  Parliament 
and  declared  its  own  determination  to  take  whatever  steps  might  be 

1  In  1930  the  Canadian  Government  had  increased  the  tariff  rate  on  New 
Zealand  butter. 
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necessary  to  assist  in  averting  the  disaster  which  it  saw  impending. 
On  the  4th  June,  the  employers  in  the  engineering  industry  delivered 
an  ultimatum  to  the  unions  in  consequence  of  a  breakdown  of  dis¬ 
cussions  on  proposals  for  the  reduction  of  wage  costs.  On  the  same 
day,  the  Royal  Commission  on  Unemployment  Insurance1  issued,  an 
interim  report.2  It  recommended  certain  changes  in  the  rates  of 
contribution  and  of  benefit  which  were  calculated  to  reduce  the 
deficit  on  the  accounts  of  the  Fund  to  £7,650,000  a  year.  It  also 
recommended,  the  introduction  of  a  ‘  means  test  ’ ,  with  a  view  to  the 
refusal  of  benefit  to  applicants  who  proved  to  be  not  without  sufficient 
means  of  livelihood  already.  On  this  matter,  Mr.  MacDonald  and 
Mr.  Henderson  attended  a  special  meeting  of  the  Parliamentary 
Labour  Party  on  the  11th  June.  The  Ministers  were  understood  to 
have  indicated  that  a  bill  would  be  introduced  for  the  removal  of 
some  of  the  more  manifest  abuses  of  the  unemployment  insurance 
system  in  force  in  Great  Britain  at  the  time,  but  that  no  attempt 
would,  be  made  during  the  current  parliamentary  session  to  implement 
the  major  recommendations  of  the  Royal  Commission.  It  will  be  seen 
that,  at  this  time,  the  political  situation  in  Great  Britain  was  not 
altogether  unlike  the  situation  in  Australia  a  few  months  earlier. 

The  symptoms  of  financial  distress  were  now  visible  not  only  in 
Great  Britain  and  on  the  European  Continent  and  in  the  British 
Dominions  overseas,  but  in  all  the  other  overseas  countries  and  in  all 
parts  of  the  East — ‘Far’,  ‘Near’,  and  ‘Middle’.  On  the  29th  May,  at 
Rome,  the  Italian  Finance  Minister,  Signor  Mosconi,  announced  in 
his  Budget  speech  in  the  Chamber  that  the  actual  Budget  deficit  for 
the  financial  year  1930-1  was  about  £10,000,000  and  that  he  expected 
a  deficit  of  about  £6,250,000  on  the  Budget  for  1931-2.  On  the 
1st  June  the  Spanish  peseta  exchange  fell  at  one  moment  so  low  as  62 
to  the  pound  sterling  (parity  being  25),  though  it  recovered  to  54 
before  the  close  of  the  day.  In  Turkey,  the  beginning  of  the  new 
financial  year  was  celebrated  by  a  drastic  programme  of  public 
economies.  In  Japan,  on  the  27th  May,  an  ordinance  was  issued 
reducing  all  official  salaries  of  more  than  £10  a  month  by  percentages 
ranging  from  3  per  cent,  to  20  per  cent.  In  Chile,  a  note  of  financial 
anxiety  was  struck  in  a  Presidential  Message,  sent  to  Congress  on  the 
22nd  May,  which  showed  that  the  external  and  internal  debts  of  the 
republic  had  amounted,  on  the  31st  December,  1930,  to  4,105,000,000 
pesos  (£102,625,000  sterling  at  gold  parity).  In  the  United  States, 
the  New  York  bankers  showed  their  embarrassment  at  the  plethora 
of  gold  by  which  they  were  being  encumbered — though  no  longer,  in 
1  See  pp.  55  and  57  above.  2  Cmcl.  3872. 
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1931,  at  the  same  rate  of  increase  as  in  1930 — when,  on  the  16th  May, 
they  lowered  their  rates  of  interest  on  foreign  deposits  with  the 
object  of  driving  the  deposits  away  and  thus  promoting  the  restora¬ 
tion  of  international  financial  equilibrium.  On  the  22nd  May, 
President  Hoover  announced  that  he  did  not  intend  to  call  a  special 
session  of  Congress  to  deal  with  the  economic  crisis ;  but  this  an¬ 
nouncement  seemed  less  significant  than  a  statement  issued  by  the 
United  States  Treasury  on  the  23rd,  which  showed  that  on  the  21st 
the  deficit  in  the  public  accounts  had  exceeded  $985,000,000. 

While  national  embarrassments  were  thus  world- wide,  international 
efforts  for  dealing  co-operatively  with  the  various  aspects  of  the 
world  crisis  were  feeble.  In  regard  to  the  problem  of  silver,  for 
instance,  which  was  perplexing  the  international  trade  of  the  Far  East, 
there  was  no  progress  to  be  recorded.  On  the  18th  May,  a  committee 
of  Japanese  bankers,  to  which  the  Japanese  Minister  of  Finance  had 
referred  an  informal  suggestion  from  Washington  that  an  inter¬ 
national  conference  on  silver  should  be  held  in  Japan,  submitted  a 
recommendation  in  the  negative ;  and  on  the  11th  June  the  Japanese 
Government  informed  the  United  States  Government  that  Japan 
would  not  call  the  conference,  as  inquiries  had  indicated  that  such  a 
conference  was  not  likely  to  serve  any  useful  purpose.1  In  Wash¬ 
ington,  this  communication  had  been  discounted  in  advance  by  an 
announcement  on  the  4th  June  that  the  attempt  to  call  the  con¬ 
ference  had  been  abandoned.  As  for  the  problem  of  wheat,  a  con¬ 
ference  of  wheat-exporting  countries,  convened  on  the  initiative  of 
the  Canadian  Government,  sat  in  London  on  the  18th-23rd  May,  but 
its  outcome  was  merely  a  decision  to  set  up  a  standing  committee  to 
-draw  up  proposals  for  the  establishment  of  a  clearing  house  of 
information.  It  remains  to  record  that,  on  the  19th  May,  the  Bank 
for  International  Settlements  issued  its  first  annual  report,  and  that, 
on  the  20th,  two  committees  of  the  Bank,  which  had  been  discussing 
currency  and  credit,  concluded  their  sessions.  On  the  21st  May,  the 
Commission  of  Inquiry  for  European  Union,  which  had  met  on  the 
loth,  concluded  its  third  session  with  the  signature  by  thirteen 
states  of  an  Agricultural  Credits  Convention.  It  was  decided  that 
a  series  of  committees  should  examine  a  comprehensive  scheme  of 
economic  co-operation  before  the  next  session  of  the  League  Assembly 
in  the  coming  September.  A  committee  for  the  organization  of  the 

1  It  may  be  noted  that  this  view  was  shared  by  Sir  Arthur  Salter,  who  had 
spent  the  early  months  of  1931  in  the  Far  East,  on  the  invitation  of  the  Chinese 
Government.  (See  an  article  by  Sir  Arthur  Salter  on  the  Silver  Problem, 
which  was  published  in  the  Political  Science  Quarterly  of  New  5  ork,  vol.  xlvi, 
No.  3,  September  1931.) 
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International  Agricultural  Mortgage  Credit  Company,  which  had  been 
established  by  the  Council  of  the  League  of  Nations  in  May,  sat  in 
Paris  on  the  4th  June. 

More  energy  was  shown  in  the  international  efforts  to  salvage  the 
Austrian  Credit-Anstalt  and  to  prevent  the  havoc  caused  by  its 
failure  from  spreading.  On  the  28th  May  the  Austrian  National 
Council  passed  a  bill  authorizing  the  state  to  guarantee  all  the 
Credit-Anstalt’ s  foreign  debts.  On  the  29th  May  the  Bank  for  Inter¬ 
national  Settlements  announced  that  ten  of  the  largest  of  the 
national  central  banks,  as  well  as  the  B.I.S.  itself,  had  agreed  to 
place  at  the  disposal  of  the  Austrian  National  Bank  a  foreign  exchange 
credit  to  be  used  as  required,  and  that  a  representative  of  the  B.I.S. 
was  on  his  way  to  Vienna  in  order  to  establish  direct  personal  contact. 

On  the  5th  June,  Dr.  Briining  and  Herr  Curtius  duly  arrived  in 
England  and  spent  the  week-end  with  Mr.  MacDonald  at  Chequers, 
the  official  country  seat  of  the  Prime  Minister.  A  communique,  issued 
on  the  7th,  stated  that  the  position  of  Germany  and  of  other  industrial 
countries  had  been  discussed,  and  that  the  British  and  the  German 
statesmen  were  agreed  that,  in  addition  to  efforts  of  a  national  scope, 
international  co-operation  was  essential  for  the  revival  of  confidence 
and  prosperity.  On  the  10th  June,  on  their  return  journey  from 
England  to  Berlin,  the  two  German  Ministers  had  conversations  with 
the  United  States  Ambassador  accredited  to  the  Geiman  Govern¬ 
ment.  These  international  conversations  were  salutary  and  impor¬ 
tant  ;  yet  they  were  overshadowed  by  grave  events  which  were  taking 
place,  during  the  German  Ministers’  absence,  in  Germany  itself. 

The  repercussion  of  the  financial  crisis  in  Austria  had  begun  to 
make  itself  felt  in  Germany  before  the  end  of  May  J  and  indeed  the 
critical  state  of  Germany’s  financial  position  at  this  moment  was 
manifest.  On  the  27th,  the  Government  of  the  Reich  had  begun 
work  on  an  emergency  decree  for  putting  the  public  finances  in  order. 
On  the  28th  there  had  been  a  sharp  fall  in  the  quotations  of  the 
Young  Loan  in  the  principal  stock  markets  of  the  world,  on  a  fumour 
that  the  German  Government  were  contemplating  the  declaration  of 
a  Reparations  moratorium.  A  political  element  of  insecurity  was 
added  by  the  delivery  of  anti-Polish  speeches  at  a  Stahlhelm  Congress 
which  was  held  in  Breslau  on  the  29th-30th  May.  On  the  30th,  two 
important  German  businesses,  Rudolph  Karstadt  &  Co.  and  the 
Nordstern  Insurance  Company,  had  to  confess  that  they  were  in 
difficulties.  And  on  the  same  day  there  began  an  alarming  series  of 
withdrawals  of  foreign  funds. 

1  See  pp.  211-12  below. 
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To  an  English  visitor  to  Germany  at  this  juncture,  the  acuteness  of 
the  psychological  tension  in  Germany  at  the  moment  was  apparent 
not  only  in  every  conversation,  hut  on  the  countenance  of  every  man 
and  woman  in  the  streets.  On  the  4th  June,  the  day  on  which  Dr. 
Bruning  and  Dr.  Curtius  left  Berlin,  there  were  Communist  riots  in 
the  Ruhr,  and  on  the  5th,  which  was  the  date  of  their  arrival  in 
London,  President  Hindenburg  signed  in  Berlin  an  emergency  decree 
imposing  a  fresh  series  of  drastic  increases  in  taxation  and  drastic  cuts 
in  salaries  and  in  unemployment  benefit.  This  decree  was  published 
on  the  6th,  and  produced  a  psychological  effect  which  reminded  an 
English  observer  of  the  effect  produced  in  his  own  country,  some 
seventeen  years  before,  by  the  news  of  the  outbreak  of  war  between 
Great  Britain  and  Germany  on  the  4th  August,  1914.  Simultaneously 
with  the  text  of  the  decree,  there  was  published  a  manifesto  drawing 
attention  to  the  heavy  demand  made  by  reparation  payments  under 
the  Young  Plan  upon  the  finances  of  a  country  which  was  shouldering 
(it  was  contended)  distinctly  more  than  its  natural  share  of  the  general 
economic  distress.  The  burden  of  the  manifesto  was  that,  in  the  new 
emergency  decree,  the  limit  of  what  Germany  could  bear  had  been 
reached. 

The  new  decree  was  followed  by  further  indications  that  Germany 
was  on  the  verge  of  a  financial  crisis,  and  it  also  produced  a  political 
crisis.  The  financial  danger  showed  itself  in  the  failure  of  an  old- 
established  firm  of  South  America  merchants — Messrs.  Schlubach, 
Thiemer  &  Co. — at  Hamburg  on  the  9th  June,  and  in  the  daily  in¬ 
creasing  drain  of  foreign  withdrawals.  In  Berlin,  on  the  12th  June, 
the  Reichsbank  had  to  part  with  foreign  exchange  to  the  value  of 
Mks.  200,000,000,  and  on  the  13th  June  the  Reichsbank  raised  its 
discount  rate  from  5  to  7  per  cent,  (the  Bank  of  England’s  rate  at  the 
time  was  2\  per  cent.,  the  Bank  of  France’s  rate  2  per  cent.,  and  the 
Federal  Reserve  Board’s  H  per  cent.).1  In  the  political  field,  on  the 
12th  June,  the  German  People’s  Party  decided  to  support  the 
demand,  which  was  being  put  forward  by  the  National  Socialists  and 
by  the  Communists,  for  the  summoning  of  the  Reichstag— though 
the  Chancellor  had  given  warning  that,  if  this  demand  were  carried, 
he  and  the  whole  Cabinet  would  resign.  This  German  political  crisis 
was  surmounted  on  the  16th  June,  when  a  decision  on  the  demand 
was  taken  by  the  Reichstag  Procedure  Committee.  For,  when  the 

1  Crude  comparisons  between  contemporaneous  bank  rates  in  different 
countries,  are,  of  course,  misleading  unless  they  are  interpreted  in  the  light  of 
the  differences  between  the  local  mechanisms  of  the  different  local  money- 
markets. 
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moment  came,  the  two  extremist  parties  did  not  receive  the  German 
People’s  Party’s  support,  and  the  demand  was  accordingly  rejected. 
Thereafter,  on  the  18th,  it  was  announced  that  Mr.  MacDonald  and 
Mr.  Henderson  had  accepted  an  invitation  to  visit  Berlin  on  the  17th 
July.  On  the  19th,  the  German  Minister  for  Labour,  Herr  Stegerwald, 
revealed  the  fact  that,  if  the  political  crisis  had  not  been  settled,  a 
short-term  credit  of  Mks.  250,000,000  which  was  under  negotiation 
between  the  Government  and  the  banks,  and  which  was  actually 
arranged  on  the  18th,  would  not  have  been  forthcoming,  and  that  the 
German  Government  would  then  have  lacked  the  means  of  paying 
their  officials  their  salaries. 

While  the  Germans  were  enduring  this  further  turn  of  the  screw, 
the  Australians  were  screwing  up  their  resolution  to  undergo  the  same 
peine  forte  et  dure. 

The  decisive  steps  in  Australia  in  the  direction  of  financial  re¬ 
habilitation  were  taken  at  a  Conference  of  Premiers  which  opened 
on  the  25th  May.  On  the  2nd  June,  the  Conference  agreed  upon  a 
‘global’  reduction  of  20  per  cent,  on  the  total  amount  of  all  Govern¬ 
ment  wages,  salaries,  and  pensions  as  in  the  financial  year  1929-30. 
On  the  3rd,  the  Conference  agreed  upon  the  main  conditions  of  a 
‘voluntary’  conversion,  to  a  4  per  cent,  yield  basis,  of  all  outstanding 
Government  securities.  On  the  8th  the  Opposition  leaders  attended 
the  Conference  and  undertook  to  support  the  conversion  scheme, 
subject  to  satisfaction  on  certain  points  ;  and  on  the  9th  the  Conference 
passed  unanimously  a  resolution  in  which  both  the  conversion  scheme 
and  a  scheme  for  substantial  reductions  in  Government  expenditure 
were  embodied.  On  the  10th,  the  terms  of  the  conversion  were 
endorsed  by  the  Australian  Loan  Council.  In  voting  for  the  Premiers’ 
resolution  of  the  9th,  the  Premier  of  New  South  Wales,  Mr.  Lang,  had 
made  the  reservation  that  the  scheme  for  reductions  of  expenditure 
should  not  be  applied  in  New  South  Wales  until  the  conversion 
scheme  had  proved  a  success.  Yet  even  Mr.  Lang  now  began  to  fall 
into  line.  On  his  initiative,  the  New  South  Wales  Government 
agreed,  on  the  11th  June,  to  reduce  all  public  salaries  to  a  maximum 
of  £500  per  annum.1  On  the  12th,  the  decisions  of  the  Premiers’ 
Conference  were  accepted  by  the  Labour  Party  Caucus.  Thereafter, 
a  bill  authorizing  the  use  of  £5,000,000  of  the  Australian  gold  reserve 
to  meet  treasury  bills  maturing  in  London  on  the  30th  June  was 

1  Mr.  Lang  was  no  doubt  converted  by  the  logic  of  facts.  A  week  later,  on 
the  1 7 tli  June,  in  presenting  the  New  South  Wales  Budget  for  the  new  financial 
year,  he  announced  that,  on  the  30th  June,  1931,  the  aggregate  deficit  in  the 
State  accounts  woidd  be  £8,731,800. 


Sect,  i 


ANNUS  TERRIBILIS  1931 


71 


passed  through  all  its  stages  on  the  17th  June  by  the  House  of 
Representatives  at  Canberra  and  on  the  18th  by  the  Senate. 

In  New  Zealand,  the  impasse  in  which  the  Government  found  them¬ 
selves  was  reflected  in  a  hesitating  policy.  On  the  1 1th  June  it  was 
announced  that,  owing  to  exhaustion  of  funds,  the  principal  relief 
works  scheme  of  the  Unemployment  Board  woiild  be  suspended  as 
from  the  20th ;  but  on  the  19th  it  was  announced  that,  after  all,  the 
works  were  to  be  continued  temporarily. 

In  Spain,  on  the  12th  June,  it  was  announced  by  the  Provisional 
Government  that  reductions  in  public  expenditure  would  be  made  to 
the  amount  of  £4,000,000. 

In  Belgium,  the  Prime  Minister  in  a  new  ministry,  Monsieur 
Renkin,  laid  it  down,  in  a  ministerial  declaration  of  the  11th  June, 
that  the  principal  task  before  the  Belgian  Government  was  the  re¬ 
habilitation  of  Belgian  public  finances  by  reductions  in  expenditure 
and  by  the  issue  of  a  domestic  loan  of  1,000,000,000  Belgian  francs. 
On  the  17th  June,  in  the  Senate  at  Brussels,  the  Minister  for  Finance 
announced  that  the  deficit  on  the  public  accounts  was  nearly 
1,000,000,000  Belgian  francs  (£5,714,000)  for  the  last  financial  year. 

In  France,  on  the  11th  June,  the  naval  programme  for  the  financial 
year  1931-2  was  made  public;  and  the  repercussion  of  German  on 
French  naval  policy  was  seen  in  the  provision  for  the  construction  of 
a  new  French  battleship  of  23,300  tons,  to  outmatch  the  German 
‘pocket  battleship’  which  had  been  launched  at  Kiel  on  the  19th 
May.1  At  this  moment,  certain  symptoms  of  political  conflict  in 
France  revealed  themselves.  For  example,  on  the  llth-12th  June 
there  were  serious  collisions  between  police  and  strikers  at  Lille.  At 
Gourdon,  on  the  14th,  Monsieur  Briand  made  a  speech  in  which  he 
defended  his  policy  of  peace  and  declared  his  intention  of  remaining  at 
his  post  as  Minister  for  Foreign  Affairs.  On  the  18th,  in  the  Chamber 
of  Deputies  in  Paris,  the  naval  programme  was  adopted  with 
drastic  modifications  and  with  an  amendment  reserving  for  further 
study  the  question  whether  the  23,300-ton  battleship  should  be  built. 

In  the  House  of  Commons  at  Westminster,  the  anodyne  Unemploy¬ 
ment  Insurance  Bill  (the  ‘Anomalies  Bill’)  which  had  been  fore¬ 
shadowed  on  the  11th  June2  was  introduced  on  the  18th.  It  provided 
that  regulations  imposing  additional  conditions  for  restrictions  on  the 
receipt  of  benefit  by  certain  classes  should  be  made  by  the  Minister 
for  Labour  after  consultation  with  an  advisory  committee. 

In  Austria,  there  were  signs  that  the  attempt  to  salvage  the 
Credit-Anstalt  was  proving  a  difficult  task.  On  the  16th  June,  the 
1  See  p.  32  above.  2  See  p.  66  above. 
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Austrian  Cabinet  resigned  because  the  Minister  for  the  Interior  had 
refused  to  accept  the  responsibilities  which  had  been  assumed  by  the 
Government.  Negotiations  in  Paris  to  secure  the  participation  of 
French  banks  in  a  150,000,000  schillings  issue  of  Austrian  treasury 
bonds  came  to  nothing  (by  reason,  it  was  rumoured,  of  political 
conditions  which  the  French  Government  insisted  on  attaching  to 
this  proposed  financial  transaction).  On  the  16th  June,  however, 
the  Bank  of  England  came  to  the  rescue  by  making  an  interim 
advance  of  150,000,000  schillings  to  the  Austrian  National  Bank 
pending  the  completion  of  negotiations  for  an  international  loan  to 
the  Austrian  Government.  Though  this  advance  was  not  large  it 
was  historic,  as  marking  the  last  occasion — at  any  rate  in  the  current 
chapter  of  history — on  which  the  Bank  of  England  was  able  to  play 
its  traditional  role  of  helping  to  keep  the  world-wide  machinery  of 
international  finance  in  working  order. 

In  Germany,  on  the  17th  June,  the  total  withdrawals  of  foreign 
funds  since  the  end  of  May  reached  the  figure  of  one  milliard  marks. 
At  this  moment  a  sudden  and  unexpected  ray  of  light — destined, 
unhappily,  to  fade  out  again  before  the  end  of  the  year — was  emitted 
from  the  United  States.  The  Administration  at  Washington  showed 
signs  of  taking,  and  acting  upon,  the  view  that  the  recovery  of  the 
United  States  was  bound  up  with  the  recovery  of  the  world  as  a  whole. 

On  the  13th  June,  in  the  State  Department  at  Washington,  the 
Under-Secretary  of  State,  Mr.  Castle,  stated  publicly1  that,  in  the  event 
of  a  serious  threat  of  catastrophe  in  Germany,  the  United  States 
Government  might  be  compelled,  at  least  temporarily,  to  change 
their  attitude  in  regard  to  inter-governmental  debts.  On  the  16th, 
the  Secretary  of  the  United  States  Treasury,  Mr.  A.  W.  Mellon, 
arrived  in  London  on  an  ‘unofficial'  visit  to  Europe,  and  it  was  made 
known  that  the  Secretary  of  State,  Mr.  Stimson,  was  shortly  following 
in  his  colleague’s  wake.  On  the  17th-18th  June,  Mr.  Mellon  had 
conversations  in  London  with  leading  statesmen  and  financiers, 
including  Mr.  MacDonald,  Mr.  Henderson,  and  Mr.  Montagu  Norman. 
On  the  19th,  in  Washington,  President  Hoover — just  returned  from  a 
reconnaissance  in  the  Middle  Western  States  of  the  Union,  where  the 
banking  crisis  had  been  particularly  acute  and  where  five  more  banks 
had  closed  on  the  1 5th“ — announced  that  he  had  been  conferring  with 

1  For  about  a  fortnight  past,  the  view  now  expressed  publicly  by  Mr.  Castle 
had  been  admitted  informally  by  officials  of  the  Administration. 

2  These  five  suspensions  were,  of  course,  significant  as  symptoms  rather  than 
on  account  of  their  intrinsic  importance.  The  total  number  of  bank  suspen¬ 
sions  m  the  United  States  in  1931  was  2,298 ;  that  is  to  say,  the  daily  average 
of  suspensions  per  working  day  throughout  this  calendar  year  was  over  7 
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political  leaders  of  all  sections  and  parties  in  the  United  States  on  the 
question  of  assisting  economic  recovery  and,  in  particular,  strengthen¬ 
ing  the  position  of  Germany.  On  the  same  day,  from  Berlin,  President 
Hindenburg  telegraphed  to  President  Hoover,  calling  his  attention  to 
the  desperate  situation  of  Germany  and  to  the  need  for  rapid  action. 
Foreign  exchange  requirements  in  Berlin  were  growing  ahnost  daily. 
The  figure  on  the  19th  June  was  estimated  at  40,000,000  to  60,000,000 
marks ;  and,  in  the  face  of  this  unceasing  outflow,  the  Reichsbank 
decided,  on  the  20th,  to  suspend  private  discount  business.  It  was  in 
these  critical  circumstances  that,  at  6.15  p.m.  on  the  20th  June,  1931, 
President  Hoover,  in  the  name  of  the  United  States  Government,1 
made  a  public  announcement  of  the  proposal  that,  for  a  period  of 
one  year,  there  should  be  a  postponement  of  all  payments,  both  of 
interest  and  of  principal,  on  inter -Govern mental  debts. 

(3)  From  the  Announcement  of  the  Hoover  Plan  on  the  20th  June ,  1931, 
to  the  Failure  of  the  Darmstddter  Bank  on  the  13th  July,  1931. 

This  announcement — coming  at  a  critical  moment,  coming  un¬ 
heralded,  and  coming  from  the  mouth  of  the  President  of  the  United 
States — was  a  dramatic  event,  even  in  the  agitated  history  of  a 
dramatic  year,  and  it  created  a  profound  sensation  everywhere.  But 
the  emotions  which  it  aroused,  though  uniform  in  strength,  were  not 
uniform  in  character.  In  almost  all  the  countries  of  the  world,  ‘the 
Hoover  Plan 5  was  hailed  with  joy  and  relief.  In  France,  on  the  other 
hand,  it  produced  resentment  and  consternation. 

On  the  22nd  June  the  United  States  Secretary  of  State,  Mr.  Stim- 
son,  made  a  statement,  following  up  the  President’s,  in  which  he 
declared  that  speed  was  essential  if  ‘  the  full  tonic  value  ’  of  the  psycho¬ 
logical  effect  of  Mr.  Hoover’s  proposal  was  to  be  secured.  He  added 
that  the  offer  was  open  only  on  condition  that  it  was  accepted  by  all 
the  Governments  concerned. 

The  British  Government  lost  no  time  in  seconding  the  American 

1  Congress  was  not  in  session  and  was  not  due  to  reassemble  until  the 
7th  December,  1931 ;  but,  before  announcing  the  Hoover  Plan,  the  President 
had  consulted,  and  secured  the  approval  of,  a  number  of  leading  Senators  and 
Members  of  the  House  of  Representatives.  This  consultation  was  carried  out, 
partly  by  personal  interview  and  partly  by  long-distance  telephone,  under  high 
pressure.  No  doubt  President  Hoover  had  taken  warning  by  President  Wilson’s 
fate,  and  hoped  to  escape  it  himself  by  this  statesmanlike  precaution.  But  if 
he  had  the  illusion  at  the  time  that  he  had  thereby  propitiated  Congress,  this 
illusion  was  promptly  and  brutally  dispelled  when  Congress  eventually  did 
meet,  some  six  months  later.  For,  although  Congress  did  actually  ratify  the 
President’s  action  then,  it  did  so  with  a  degree  of  bad  grace  that  was  mani¬ 
festly  intended  to  deter  the  President  from  making  any  further  excursions 
along  this  road.  (See  p.  140  below.) 
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Government’s  initiative.  In  the  House  of  Commons  at  Westminster 
it  was  announced  on  the  23rd  June  by  the  Prime  Minister  that  the 
Hoover  Plan’  was  cordially  welcomed  by  His  Britannic  Majesty’s 
Government  in  Great  Britain.  In  the  same  place,  on  the  day  following, 
it  was  announced  by  the  Chancellor  of  the  Exchequer  that  the  Govern¬ 
ment  at  Westminster,  in  inviting  the  assent  of  India  and  the  self- 
governing  Dominions  of  the  British  Crown  to  the  suspension  of 
receipts  from  Germany,  was  offering  them  at  the  same  time  the 
option  of  postponing  their  own  war-debt  payments  to  Great  Britain 
for  the  same  period  of  twelve  months.  Mr.  Snowden  added  that  the 
loss  of  revenue  to  the  Exchequer  at  Westminster  which  this  offer 
involved  might  amount  to  £11,000,000. 

On  the  23rd  June,  likewise,  Dr.  Bruning  announced  in  a  broadcast 
speech  that  the  German  Government  had  accepted  President  Hoover’s 
proposal  with  gratitude.  On  the  25th,  the  Italian  Government 
announced  that  they  were  taking  measures  to  put  the  proposal  into 
execution  without  delay.  On  the  26th,  the  Canadian  Prime  Minister 
announced  that  the  Canadian  Government  accepted  the  proposal  in 
principle.  On  the  same  day,  the  Government  of  the  Union  of  South 
Africa  informed  the  Government  at  Westminster  that  an  acceptance 
of  the  latter  Government’s  offer  in  respect  of  Dominion  war  debts 
was  not  justified  by  circumstances  in  the  Union. 

The  announcement  of  the  Hoover  Plan  evoked  a  wave  of  hope 
and  enthusiasm  in  the  hearts  of  a  generation  which  was  groping  its 
way,  with  little  light  or  leadership,  through  the  dark  and  dangerous 
labyrinth  of  the  post-war  world ;  and  this  encouraging  psychological 
effect  was  reinforced,  not  only  by  the  prompt  and  cordial  responses  of 
several  of  the  Powers  most  intimately  concerned,  but  also  by  a 
number  of  auspicious  events — some  connected  and  others  uncon¬ 
nected  with  the  Hoover  Plan — which  occurred  in  the  course  of  the 
next  few  days. 

On  the  22nd  June,  for  example,  the  Reichsbank  was  not  called 
upon  to  part  with  any  foreign  exchange  ;  and  it  felt  itself  justified  on 
the  same  day  in  terminating  the  suspension  of  private  discount 
business  on  the  Berlin  stock  exchange.1  Again,  on  the  25th  June, 
the  Bank  of  England,  the  Bank  of  France,  the  New  York  Federal 
Reserve  Bank,  and  the  Bank  for  International  Settlements  each 
placed  at  the  disposal  of  the  Reichsbank  a  re-discount  credit  for  the 
equivalent  of  $25,000,000,  open  until  the  16th  July. 

While  these  events  were  direct  consequences  of  the  Hoover  Plan, 

1  Private  discount  business  had  been  suspended  on  the  20th  June  (see  p.  73 
above). 
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it  was  a  happy  coincidence  that  on  the  22nd  June  a  new  German- 
Rumanian  commercial  treaty  was  initialled,1  and  that  in  Great  Britain, 
on  the  24th,  representatives  of  the  executive  committees  of  the 
unions  in  the  engineering  industry  accepted  terms  which  had  already 
been  agreed  upon  between  representatives  of  the  employers  and 
the  unions.  In  Australia,  within  the  next  few  days,  the  work  of 
financial  rehabilitation  made  further  progress.  On  the  26th  June,  the 
Debt  Conversion  Bill  passed  its  second  reading  in  the  House  of 
Representatives  at  Canberra ;  and  at  Sydney,  on  the  same  day,  a  bill 
imposing  an  emergency  income-tax  on  salaries  and  wages  was  passed 
by  the  Lower  House  of  New  South  Wales.  On  the  same  day,  again, 
the  financial  stability  of  the  Government  of  India  was  confirmed  by 
an  unequivocal  declaration  of  intent  to  support  it  which  was  made 
in  the  House  of  Commons  at  Westminster  by  the  Prime  Minister.  In 
Burma,  the  political  outlook  had  been  improved  on  the  18th  by  an 
offer  of  co-operation  in  bringing  the  insurrection  to  an  end  which  was 
made  to  the  Governor  on  that  date  by  Burmese  notables  with  whom 
he  had  been  in  conference.  In  Eastern  Europe,  a  contribution  to 
security  was  made  by  the  signature,  on  the  24th  June,  at  Berlin,  of  a 
protocol  prolonging  the  Russo-German  neutrality  treaty  of  1926.2 3 
On  the  27th,  in  Vienna,  the  Austrian  Government  promulgated  an 
Order  in  Council  guaranteeing  deposits  of  every  category  in  the 
Gredit-Anstalt  that  were  held  by  residents  in  Austria;  and  in  New 
York  details  were  published  of  a  plan  for  the  financial  relief  of  South 
America. 

This  unwonted  series  of  auspicious  events  was  offset  by  the  reaction 
to  the  Hoover  Plan  in  France — a  country  whose  Government  were 
in  a  position  to  make  or  mar  the  success  of  the  plan  inasmuch  as 
France  at  this  time  occupied  a  commanding  strategic  position  in  the 
stricken  field  of  world  finance,  owing  to  the  size  of  the  short-term 
credits  held  by  French  citizens  in  foreign  financial  centres. 

With  this  in  mind,  Dr.  Briining  had  declared,  in  his  broadcast 
speech  of  the  23rd  June,  that  he  would  welcome  an  opportunity  for 

1  This  treaty,  which  provided  for  German  purchases  of  Rumanian  cereals 

on  preferential  terms,  in  return  for  Rumanian  purchases  of  German  industrial 
products,  was  signed  at  Geneva  on  the  27th  June,  during  a  meeting  of  the 
Surplus  Wheat  Sub-committee  of  the  Commission  of  Inquiry  for  European 
Union.  By  the  terms  of  the  agreement,  however,  the  consent  of  other  countries 
which  had  most-favoured-nation  treaties  with  either  Germany  or  Rumania 
was  required  before  the  provisions  could  be  put  into  force ;  and,  as  this  consent 
was  not  forthcoming  from  all  the  countries  concerned,  the  German  and 
Rumanian  Governments  decided  at  the  end  of  November  1931  to  abandon 
the  treaty  of  the  27th  June  and  enter  into  fresh  negotiations. 

3  See  the  Survey  for  1927,  pp.  301-11. 
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discussing  the  new  situation  with  French  statesmen.  On  the  same 
day,  the  Hoover  Plan  was  considered  by  the  French  Cabinet ,  on 
the  24th  June  the  terms  of  a  reply  to  Mr.  Hoover  were  approved  by 
the  Cabinet  and  the  reply  was  cabled  to  Washington ;  and  on  the  25th 
June  Mr.  Mellon  arrived  in  Paris  in  order  to  be  on  the  spot  while 
Franco-American  interchanges  of  views  on  the  plan  were  in  progress. 
The  terms  of  the  French  Government’s  reply  to  President  Hoover 
were  read  in  the  French  Chamber  on  the  26th  ;  and  it  at  once  became 
apparent  that  Monsieur  Laval  and  his  colleagues  were  far  from  seeing 
eye  to  eye  with  Mr.  MacDonald  or  with  Signor  Mussolini  in  their 
attitude  towards  the  President’s  proposal.  The  French  Government 
and  people  resented  the  sudden  public  announcement  of  the  Hoover 
Plan  without  previous  consultation  between  the  Administration  at 
Washington  and  other  creditor  Governments  from  whom  the  Plan 
demanded  sacrifices ;  and  this  resentment  was  reflected  in  the  terms 
and  in  the  tone  of  the  French  reply.  The  reply  suggested  that  pre¬ 
cautions  should  be  taken  to  prevent  the  German  Government  from 
abusing  their  financial  respite  in  order  to  finance  the  ‘  dumping  ’  of 
German  goods  abroad,  and  it  proposed  that  the  ‘unconditional’ 
annuity  due  from  Germany  under  the  Young  Plan1  should  be,  not 
remitted,  but  allocated  during  the  period  of  the  proposed  moratorium 
for  the  improvement  of  credit — partly  in  Germany  itself  but  partly 
also  in  other  Central  European  countries  (i.e.  in  the  countries  east 
of  Germany  which  were  the  allies  of  France).  This  last  suggestion  was 
publicly  criticized  on  the  same  day,  as  being  a  serious  deviation  from 
the  Hoover  Plan,  in  a  comment  issued  at  Washington  by  the 
Secretary  of  State.  Nevertheless,  the  terms  of  the  French  Govern¬ 
ment’s  reply  were  approved  by  the  French  Chamber  on  the  27th. 
The  damping  effect  of  this  rebuff  was  not  counteracted  by  the 
announcement,  on  the  same  day,  that  the  French  Government  would 
welcome  a  visit  to  Paris  from  Dr.  Bruning  and  Dr.  Curtius. 

In  this  impasse,  conversations  were  held  in  Rome,  on  the  27th  June, 
between  the  Italian  Foreign  Minister,  Signor  Grandi,  and  the  British, 
German,  and  American  Ambassadors ;  and  on  the  29th  Dr.  Bruning 
and  Dr.  Curtius  received  and  accepted  a  formal  invitation  from  the 
Italian  Government  to  visit  Rome  at  an  early  date.  On  the  same  day, 
a  statement  was  issued  in  Washington  announcing  that  the  United 
States  would  accept  no  offer  that  did  not  fall  completely  within  the 
spirit  and  purpose  of  the  President’s  proposal.  On  this  29th  June, 
the  prospects  were  somewhat  improved  by  a  decision  on  the  Belgian 
Government’s  part  to  accept  the  Hoover  Plan  in  principle  ;  and  they 
1  See  the  Survey  for  1929,  i)p.  155,  158,  159. 
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were  improved  again  next  day  when,  in  the  Senate  in  Paris,  the 
French  Government  received  a  vote  of  confidence,  by  197  votes  to 
five,  on  an  interpellation  regarding  the  French  reply  to  the  American 
President.  For,  though  the  French  reply  was  unsatisfactory  both  to 
the  American  Government  and  to  the  other  Governments  which  had 
accepted  the  Hoover  Plan  unconditionally,  the  French  Government 
were  exposed  to  attack  in  Parliament  on  the  charge  of  having  con¬ 
ceded  not  too  little  but  too  much. 

On  the  30th  June  it  was  announced  officially  that  the  Italian 
Government  had  taken  the  first  steps  towards  putting  the  Hoover 
Plan  into  operation  by  informing  the  states  which  were  debtors  to 
Italy  that  she  did  not  intend  to  demand  payment  of  the  sums  which 
were  due  to  her  on  the  1st  July  under  the  Young  Plan  and  the  Hague 
Agreements.  The  British  Government  intimated  their  readiness — in 
the  event  of  a  continued  impasse  in  the  negotiations  in  Paris — to 
hold  a  meeting  in  London  of  representatives  of  the  Powers  whom 
the  Hoover  Plan  principally  concerned.1 

On  the  1st  July  a  memorandum  from  the  United  States  Govern¬ 
ment  on  the  state  of  the  negotiations  concerning  the  Hoover  Plan 
was  presented  to  the  French  Government ;  and  a  telegraphic  report 
on  the  reception  of  the  document  evoked  an  official  announcement  at 
Washington  that  hopes  were  now  entertained  of  an  agreement  being 
reached.  These  hopes  were  confirmed  on  the  4th  July  by  an  an¬ 
nouncement  in  Paris  that  an  agreement  had  in  fact  been  reached  on 
the  main  questions  outstanding,  and  that  an  agreement  on  technical 
points  seemed  likely  to  be  reached  in  the  near  future.  On  the  5th, 
the  text  of  a  basis  of  agreement  was  approved  by  the  French  Govern¬ 
ment  and  was  telegraphed  to  Washington ;  and  on  the  same  day  it 
was  announced  that  Dr.  Briining,  in  a  note  dated  the  2nd  July,  had 
given  an  assurance  to  the  United  States  Government  that  purchasing 
power  accruing  to  the  German  Government  in  virtue  of  ‘  the  Hoover 
Plan’  would  not  be  spent  on  armaments  during  the  year  1931.  On 
the  6th  July  an  agreement  in  detail  on  the  Hoover  Plan  was  arrived 
at  between  the  French  and  American  Governments,  subject  to 
the  reservation  of  certain  points  for  later  discussion  by  experts. 
Mr.  Hoover  announced  forthwith  that  his  proposal  had  now  been 
accepted  in  principle  by  all  the  important  creditor  Powers,2  and 

1  This  British  move  was  made  public  by  the  Foreign  Office  in  Whitehall  on 
the  2nd  July. 

2  The  text  of  a  reply  to  President  Hoover,  accepting  his  proposal  in  prin¬ 
ciple,  had  been  approved  on  the  29th  June  by  the  Belgian  Government.  On 
the  2nd  July,  the  Rumanian  Government  informed  the  United  States  Govern¬ 
ment  that  they  were  prepared  to  adhere  to  the  Hoover  Plan,  but  at  the 
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that  while  the  American  contribution  to  the  plan  was  subject  to 
the  approval  of  Congress,  he  had  received  individual  assurances 
of  support  from  a  very  large  majority  of  the  members  both  of  the 
Senate  and  of  the  House.1  On  the  7th,  President  Hindenburg  sent 
a  telegram  to  President  Hoover,  thanking  him  and  the  American 
people  for  the  initiative  which  they  had  taken.  On  the  same  day, 
the  German  Government  issued  a  manifesto  declaring  that  advantage 
must  be  taken  of  the  Hoover  Moratorium  not  only  for  the  restoration 
of  the  economic  life  of  Germany  but  also  for  the  economic  recovery  of 
the  World. 

Thus  the  Hoover  Plan  eventually  secured  the  general  assent 
which  was  the  condition  of  its  coming  into  force ;  but  this  result  was 
only  achieved  with  labour  and  travail ;  and  ‘  the  full  tonic  value  of  the 
psychological  effect’  was  manifestly  lost  for  lack  of  the  speedy 
acceptance  for  which  Mr.  Stimson  had  pleaded.2  The  loss  can  be 
measured  by  the  difference  of  psychological  tone  between  the  ten 
days  ending  the  6th  July  and  the  week  beginning  the  20th  June — the 
events  of  the  ten  days  being  as  markedly  inauspicious  as  those  of  the 
week  had  been  auspicious  on  the  whole. 

The  untoward  effect  of  the  French  resistance  to  ‘the  Hoover  Plan’ 
was  of  course  particularly  conspicuous  in  Germany.  Foreign  with¬ 
drawals  began  again  on  the  1st  July ;  and  on  the  3rd  the  Reichsbank 
decided,  in  view  of  the  tension  arising  from  the  prolongation  of  the 
negotiations  in  Paris,  to  tighten  up  its  measures  for  the  restriction  of 
credit  by  subjecting  commercial  bills  to  closer  individual  scrutiny. 
On  the  5th  July,  an  emergency  meeting  of  the  General  Council  of 
the  Reichsbank  was  held  to  consider  the  heavy  demands  for  foreign 
exchange.  On  the  6th  July  it  was  reported  that,  in  the  course  of  the 
day,  nearly  100,000,000  marks  of  foreign  exchange  had  been  lost  by 
the  Reichsbank.  In  all,  no  less  than  4,000,000,000  marks  was  esti¬ 
mated  to  have  been  drawn  out  of  Germany  since  the  results  of  the 
general  election  for  the  Reichstag  in  September  193  03  had  caused 
foreign  opinion  to  take  alarm  over  German  prospects.  On  the  7th 
July,  the  Reichsbank  drew  upon  its  last  disposable  reserve — the 
Gold  Discount  Bank’s  long  maintained  re-discount  credit  of 
$50,000,000  from  the  International  Acceptance  Bank — in  order  to 
avoid  the  necessity  of  having  to  apply  for  a  reduction  of  the  statutory 
proportion  of  gold  reserve.  On  the  same  day  the  situation  was 

same  time  they  expressed  a  hope  that  the  sacrifices  entailed  would  not  en¬ 
danger  the  financial  reconstruction  on  which  Rumania  had  embarked. 

1  See  the  footnote  on  p.  73  above. 

2  See  p.  73  above. 


3  See  the  Survey  for  1930,  p.  8. 
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rendered  even  more  acute  by  the  announcement  that  the  total  losses 
of  the  Norddeutsche  Wollkammerei  und  Kammgarnspinnerei,  which 
had  been  known  for  some  days  to  be  in  difficulties,  amounted  to 
more  than  200,000,000  marks.1 

In  Austria,  there  was  a  gleam  of  light  when  a  commercial  treaty 
with  Hungary,  to  come  into  force  on  the  15th  July,  was  signed  on  the 
30th  June  ;  but  the  general  distress  of  the  country  was  made  manifest 
on  the  6th  July,  when  a  delegation  of  mayors  of  provincial  capitals 
and  industrial  towns  waited  on  the  Chancellor  in  Vienna  to  ask  for 
immediate  measures  of  local  relief.  On  the  3rd  July  it  was  announced 
that  the  Director-General  of  the  Credit- Anstaltj  Herr  Neurath,  had 
resigned  and  that  Dr.  Spitzmiiller  had  been  appointed  as  his  successor 
by  the  Austrian  Government. 

In  the  United  States,  on  the  30th  June,  the  Federal  Treasury  closed 
its  financial  year  with  a  deficit  of  $903,000,000  (on  a  revenue  of 
$3,317,000,000  and  an  expenditure  of  $4,220,000,000)  in  contrast 
to  a  surplus,  twelve  months  earlier,  of  $184,000,000  (on  a  revenue  of 
$4,178,000,000  and  an  expenditure  of  $3,994,000,000  in  the  financial 
year  1929-30).  In  Canada,  on  the  1st  July,  the  Prime  Minister, 
Mr.  Bennett,  speaking  in  the  House  of  Commons  at  Ottawa,  referred 
to  the  drought  in  the  prairie  provinces — in  which  at  least  5,000,000 
acres  of  crop  had  been  completely  ruined — as  ‘a  national  calamity’. 

In  Australia,  on  the  29th  June,  the  Emergency  Income  Tax  Bill2 
was  thrown  out  by  the  New  South  Wales  Legislative  Council.  On  the 
other  hand,  in  the  Commonwealth  Parliament  at  Canberra,  legislation 
for  implementing  the  new  financial  rehabilitation  scheme  was  passed. 
A  Debt  Conversion  Agreement  Bill  was  voted  by  the  House  of 
Represent  atives  on  the  2nd  July  (an  amendment  to  reduce  all  Govern¬ 
ment  bond  interest  to  3  per  cent,  being  defeated  by  forty-seven  votes 
to  nine).  Next  day,  a  bill  was  introduced  by  Mr.  Theodore  for  giving 
effect  to  other  proposals  which  had  been  adopted  at  the  Premiers’ 
Conference3  (e.g.  the  reduction  of  salaries  paid  to  Ministers,  Members 
of  Parliament  and  public  servants ;  of  old-age  pensions  and  certain 
other  pensions ;  and  of  bounties  given  to  certain  industries). 

In  Great  Britain,  on  the  2nd  July,  negotiations  which  had  been  in 
progress  over  miners’  future  hours  and  wages,  as  from  the  8th  July 
onwards,  broke  down ;  and  it  was  announced  that  the  Government 
had  decided  to  introduce  immediate  legislation.  On  the  3rd  July,  in 
the  House  of  Commons  at  Westminster,  the  Finance  Bill  for  the  year 
1931-2  passed  its  third  reading  after  six  weeks’  struggle  over  a 
proposal  for  the  taxation  of  land  values.  The  Chancellor  of  the 

1  See  p.  213  below.  2  See  p.  75  above.  3  See  p.  70  above. 
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Exchequer  pointed  out  on  this  occasion  that,  owing  to  the  operation 
of  the  Fixed  Debt  Charge  Scheme,  the  £19,000,000  which  represented 
the  remainder  of  the  payment  due,  in  respect  of  the  current  year,  to 
the  United  States  would  automatically  be  applied  to  the  Sinking  Fund 
if  the  Hoover  Plan  came  into  force,  while  the  ordinary  revenue  would 
lose  £11,000,000  of  receipts  normally  due  from  debtor  Governments.1 

In  France,  on  the  2nd  July,  the  Senate  passed  the  naval  construc¬ 
tion  programme  for  the  year  1931-2  in  the  form  in  which  it  had 
emerged  from  the  Chamber,2  but  adopted  at  the  same  time  a  motion 
demanding  that  provision  should  be  made  for  laying  down  immedi¬ 
ately  a  battle-cruiser  to  offset  the  German  ‘  pocket  battleship  On  the 
day  on  which  this  increase  in  public  expenditure  on  armaments  was 
being  contemplated  in  France,  a  commotion  was  caused  in  Poland 
by  the  coming  into  force  of  a  20  per  cent,  reduction  on  certain  official 
salaries — a  ‘  cut  ’  which  was  not  the  first  of  its  kind  in  that  country. 

During  these  days,  tidings  of  ill-omen  were  coming  in  from  all 
parts  of  the  world.  From  Peru,  on  the  30th  June,  it  was  reported 
that  troops  sent  by  the  Government  of  the  day  to  suppress  an  in¬ 
surrection  which  had  broken  out  in  Cuzco  and  Puno  had  been  de¬ 
feated,  and  that  the  garrison  of  Arequipa  had  gone  over  to  the 
insurgents.3  From  Korea,  it  was  reported  that  serious  riots  against 
the  local  Chinese  residents  had  broken  out  in  Seoul  and  other  towns 
on  the  3rd-9th  July,  in  reprisal  for  Chinese  ill-treatment  of  Korean 
settlers  in  Manchuria.4  The  tale  of  Chinese  casualties  at  Korean  hands 
in  these  riots  was  127  killed  and  a  larger  number  injured.  On 
the  5th  July,  diplomatic  relations  were  broken  off  between  Bolivia 
and  Paraguay  in  consequence  of  the  publication,  by  the  Paraguayan 
charge  d'affaires  in  Washington,  of  a  statement  that  Bolivia  had 
military  designs  in  the  Gran  Chaco.5  On  the  same  day  Communist 
disturbances  occurred  in  Barcelona  and  a  telephone  strike  began  in 
Madrid — the  first  of  a  series  of  strikes  which  were  declared,  with 
partial  success,  at  various  centres  throughout  Spain  during  the  next 
few  days.  The  world-wide  demoralization  actually  infected  even  the 
blameless  Scandinavians.  On  the  29th  June,  news  was  received  in 
Denmark  that  five  Norwegian  skippers  had  hoisted  the  Norwegian 
flag  in  East  Greenland — a  territory  over  which  the  Danish  Govern- 

1  In  tlie  Supplementary  Budget  which  was  eventually  passed  in  September, 
the  debt  charge  for  the  year  was  actually  reduced  from  £355,000,000  to 

£322,000,000.  2  Seep.  71  above. 

3  For  previous  political  disturbances  in  Peru,  see  the  Survey  for  1930, 

pp^.  372  and  375.  4  See  further  pp.  434—5  below. 

5  For  the  dispute  between  Bolivia  and  Paraguay  over  the  Chaco  Boreal, 
see  the  Survey  for  1930,  Part  V,  section  (viii). 
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ment  claimed  sovereignty — and  that  they  had  proclaimed  the 
annexation  to  Norway  of  some  250  miles  of  coastline :  an  unedifying 
spectacle  that  must  have  gladdened  the  eyes  of  Latin-Americans  and 
South-East  Europeans,  who  had  seldom  done  the  like  without  having 
‘Nordic  Man’  held  up  to  them  as  an  odious  ensample  of  a  higher 
standard  of  behaviour ! 

While  the  nations,  individually,  were  thus  running  amok,  the 
pulse  of  international  organization  was  beating  feebly.  On  the  29th 
June,  the  Committee  of  Economic  Experts  which  had  been  set  up  by 
the  Commission  of  Inquiry  for  European  Union  in  May,1  and  which 
had  been  in  session  at  Geneva  since  the  24th  June,  decided  to  adjourn 
until  the  18th  August.  On  the  2nd  July,  a  special  unemployment 
committee  of  the  same  Commission  concluded  its  session  at  Geneva 
with  the  adoption  of  resolutions  and  recommendations.  On  the  same 
day,  representatives  of  various  national  economic  councils  and 
national  institutes  of  economic  research  assembled  at  Geneva  to 
discuss  means  of  co-ordinating  inquiries  into  the  general  cause  of 
periodic  economic  depressions  and  the  cause  of  the  current  depression 
in  particular.  On  the  6th  July,  the  Secretariat  of  the  League  of 
Nations  published  a  first  volume  of  reports  presented  by  agricultural 
authorities  of  thirty-nine  countries  to  meetings  of  experts  which  had 
been  convened  by  the  Economic  Committee  of  the  League  in  January 
1930  and  again  in  January  1931. 

The  announcement  on  the  6th  July  that  the  Hoover  Plan  had  at 
length  been  accepted  in  principle  by  all  the  important  creditor  Powers 
was  followed  by  a  rally. 

On  the  7th  July,  it  was  announced  that  the  British  Government  had 
proposed  to  the  French  Government  that  a  committee  of  experts 
should  meet  in  London  on  the  1 3th  to  consider  the  application  of  the 
Hoover  Plan  in  its  technical  details,  and  that  a  conference  of  states¬ 
men  should  follow  on  the  20th.  The  French  Government  accepted  the 
proposal,  subject  to  a  suggestion  that  the  meeting  of  the  experts’ 
committee  should  be  convened  for  the  17th  instead  of  the  13th. 

In  Germany  on  the  same  day,  in  view  of  the  continuing  outflow  of 
money  from  the  country,  the  heads  of  sixty  of  the  principal  German 
banks  and  industrial  enterprises  decided,  as  a  demonstration  of  the 
fundamental  strength  of  German  industry,  to  undertake,  through  the 
Gold  Discount  Bank,  a  joint  guarantee  of  500,000,000  marks  on 
behalf  of  a  thousand  representative  German  firms.  A  proportionate 
participation  in  the  guarantee  was  later  made  obligatory  upon  all 
concerns  with  a  working  capital  of  more  than  5,000,000  marks.  On 

1  See  p.  67  above. 
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the  same  clay,  the  German  Ambassador  in  Paris  formally  handed  to 
Monsieur  Laval  a  copy  of  the  statement  made  on  the  2nd  July  by 
Dr.  Briining  with  regard  to  the  purchasing  power  accruing  to  the 
German  Government  from  the  Hoover  Plan.1  The  Ambassador 
repeated  the  assurance  that  savings  effected  in  the  Budget  of  the 
Reich  would  not  be  turned  to  account  for  expenditure  on  armaments. 

There  were  similar  symptoms  of  a  momentary  rally  elsewhere.  In 
Austria,  for  instance,  on  the  7th  July,  the  Government  tabled  two 
bills  embodying  provisions  for  the  constitution  and  functions  of  the 
Restoration  Committee  by  which  the  Credit-Anstalt  was  to  be  re¬ 
constructed.  In  Peru,  on  the  same  day,  the  Government  announced 
that  their  troops  had  defeated  the  insurgents  and  entered  Cuzco  ;  and 
it  was  reported  next  day  that  the  insurrection  in  Southern  Peru  had 
collapsed.  On  the  8th,  again,  the  situation  in  Korea  was  reported  to 
be  improving ;  and  on  the  7th  the  Spanish  Government  anticipated 
the  spread  of  a  wave  of  strikes  by  sending  warships  to  Barcelona  to 
ensure  the  maintenance  of  the  gas  and  electricity  services.  On  the 
8th  July,  the  American  Secretary  of  State,  Mr.  Stimson,  arrived  in 
Rome  on  the  first  stage  of  a  European  tour ;  and  on  the  10th  a  definite 
invitation  to  send  representatives  to  attend  a  conference  of  experts  in 
London  on  the  17th  July,  d  propos  of  the  Hoover  Plan,  was  ad¬ 
dressed  by  the  British  Government  to  the  Governments  of  France, 
Germany,  the  United  States,  Italy,  Japan,  and  Belgium.  On  the 
10th,  again,  it  was  reported  from  Burma  that  a  column  of  military 
police  had  destroyed  without  opposition  a  fort  established  by  the 
insurgents  in  the  disaffected  area  of  the  Shan  States.  In  Australia, 
Treasury  returns  issued  on  the  9th  July  showed  that  in  New  South 
Wales,  during  the  past  fiscal  year,  State  expenditure  had  exceeded 
revenue  by  nearly  £9,000,000.  On  the  other  hand,  in  the  Common¬ 
wealth  Budget,  which  was  introduced  into  the  House  of  Representa¬ 
tives  at  Canberra  by  Mr.  Theodore  on  the  10th,  the  estimated  deficit 
was  reduced  to  £5,176,300  by  additional  income-tax  estimated  to 
yield  £1,500,000  and  by  projected  economies  to  an  amount  exceeding 
£8,000,000.  By  this  time,  however,  the  rally  had  spent  itself,  and 
the  degringolade  was  already  in  progress  again. 

The  heaviest  strain  on  the  tottering  structure  of  world  finance  was 
still  being  felt  in  Central  Europe.  In  Austria,  on  the  9th  July,  a 
further  bill  dealing  with  the  Credit-Anstalt — this  time  a  bill  providing 
for  reductions  in  the  salaries  and  pensions  of  the  staff — was  intro¬ 
duced  into  the  National  Assembly.  In  Germany,  the  Reichsbank 
published  a  statement  of  financial  transactions  during  the  first  week 

1  See  p.  77  above. 
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of  July  which  showed  that  gold  and  foreign  exchange  cover  for  the 
note  circulation  had  increased  from  40-1  per  cent,  to  43-0  per  cent. 
The  week’s  demand  for  foreign  exchange  had  been  about  Mks. 
200,000,000.  On  the  face  of  it,  this  Central  European  news  was  not 
discouraging.  It  might  be  interpreted  as  indicating  that  Austria 
was  wrestling  resolutely  with  her  troubles  and  that  Germany  was 
weathering  the  storm.  But  a  different  interpretation  was  suggested 
by  the  movements  of  the  President  of  the  Reichsbank,  Dr.  Luther. 

On  the  9th  July,  Dr.  Luther  visited  London  by  air — en  route  for 
Basle,  where  a  Board  meeting  of  the  Bank  for  International  Settle¬ 
ments  was  to  be  held  on  the  13th — in  order  to  discuss  with  the 
Governor  of  the  Bank  of  England,  Mr.  Montagu  Norman,  the  nego¬ 
tiation  of  a  fresh  credit — if  possible  a  long-term  credit — for  the 
Reichsbank  from  other  national  central  banks.  The  discussion  took 
place  that  afternoon  on  the  boat-train  from  London  to  Dover,  on  the 
first  stage  of  Dr.  Luther’s  journey  from  London  to  Paris,  where,  on 
the  10th,  he  discussed  the  same  question  with  the  French  Minister 
for  Finance  and  with  French  bankers.  From  Paris,  abandoning  his 
intention  of  attending  the  Board  meeting  of  the  B.I.S.,  Dr.  Luther 
returned  on  the  1 1th  to  Berlin.  It  was  reported  to  have  been  indicated 
to  him  in  Paris,  ‘quite  unmistakably  that,  before  any  financial  help 
would  be  granted  to  Germany  from  the  French  side,  the  German 
Government  would  be  required  to  declare  their  readiness  to  make 
political  concessions  to  France  in  the  two  matters  of  the  Austro- 
German  customs  union  plan  and  the  second  German  ‘pocket  battle¬ 
ship’,  and  perhaps  also  in  the  matter  of  ‘  an  Eastern  Locarno’.  On  the 
evening  of  his  return  to  Berlin,  Dr.  Luther  reported  the  failure  of  his 
mission  to  an  emergency  meeting  of  the  Cabinet  of  the  Reich.  On  the 
same  evening,  the  United  States  Ambassador  in  Berlin  telegraphed 
to  Washington,  at  the  German  Government’s  request,  a  presentation 
of  Germany’s  financial  and  political  straits ;  and  indeed  the  next 
financial  catastrophe  in  the  series  which  had  been  opened  by  the 
failure  of  the  Austrian  Credit-Anstalt  on  the  11th  May  was  now  im¬ 
minent.  A  fresh  bout  of  financial  disaster  was  heralded  on  the  12th 
July  in  the  announcement  that  the  Banque  de  Geneve  had  been 
obliged  to  close  its  doors  owing  to  the  economic  crisis  and,  in  par¬ 
ticular,  to  big  losses  incurred  in  France.  In  Berlin,  the  whole  of  that 
Sunday,  and  the  whole  of  the  following  night,  into  the  small  hours  of 
the  morning  of  Monday  the  13th,  was  occupied  in  feverish  consulta¬ 
tions  between  the  Government  and  the  bankers.  By  this  time,  the 
ever-continuing  drain  of  foreign  withdrawals  had  again  brought  the 
Reichsbank ’s  note  cover  down  to  the  verge  of  the  statutory  minimum, 
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in  spite  of  its  having  had  both  the  Central  Banks  re -discount  credit 
of  $100,000,000!  and  the  Gold  Discount  Bank’s  credit  of  $50,000,0002 
to  draw  upon.  In  consequence,  the  Reichsbank  declared  itself  unable 
to  support  the  private  banks  in  Germany  any  further,  even  if  they 
were  in  extremities.  At  Basle,  on  the  13th  July,  the  Board  of  the 
Bank  for  International  Settlements  announced  that  it  had  decided 
to  help  in  restoring  German  credit.  It  was  understood  that  the  current 
re-discount  credit  of  $100,000,000  at  the  disposal  of  the  Reichsbank, 
which  was  due  to  expire  on  the  16th  July,  would  in  fact  be  renewed 
for  three  months.  But  this  announcement  from  Basle  came  too  late 
and  was  too  meagre  when  it  came  to  save  the  financial  situation  in 
Berlin.  On  the  same  day,  the  13th  July,  in  Berlin,  the  Darmstadter 
und  Nationalbank  (‘Danat’) — one  of  the  three  great  joint-stock 
banks  in  Germany — was  unable  to  open  its  doors. 

(4)  From  the  Failure  of  the  Darmstadter  Bank  on  the  13th  July,  1931, 

to  the  Fall  of  the  Labour  Government  in  Great  Britain  on  the  24th 

August,  1931. 

In  this  crisis,  which  threatened  to  produce  a  financial  panic  in 
Germany,  the  German  Government  stepped  in  to  save  a  situation 
which  the  bankers  had  failed  to  save  for  themselves.  On  the  13th 
July,  the  day  on  which  the  Darmstadter  Bank  closed,  the  Govern¬ 
ment  publicly  guaranteed  the  bank’s  liabilities  ;  and  on  the  same  day 
they  issued  a  manifesto  appealing  to  the  German  nation  not  to  lose  its 
nerve.  On  the  same  day,  the  German  Ambassador  in  Paris,  Herr  von 
Hoesch,  paid  a  personal  call  on  the  French  Foreign  Minister,  Monsieur 
Briand,  in  order  to  represent  to  him  the  gravity  of  the  situation  in 
Germany  but  not,  apparently,  to  solicit  French  financial  assistance 
by  any  offer  of  German  political  guarantees.  On  the  14th,  all  the 
banks  in  Germany  except  the  Reichsbank  closed  for  two  days  under 
orders  from  the  Government,  which  had  taken  emergency  powers  to 
declare  bank  holidays.  On  the  same  day,  the  Mercur  Bank,  an  offshoot 
of  the  ‘Danat’  in  Vienna,  failed;  two  Latvian  banks  closed  their 
doors  ;  and  all  the  banks  in  Hungary  closed  for  three  days,  as  well  as 
the  Budapest  Bourse.  On  the  14th  it  was  announced  that  the  New 
York  Federal  Reserve  Bank  and  the  other  Central  Banks  concerned 
had  concurred  in  the  Bank  for  International  Settlements’  proposal  to 
renew  to  the  Reichsbank,  for  a  period  of  three  months,  the  aggregate 
re-discount  creditof  $100,000,000  which  was  due  to  expire  on  the  16th. 
On  the  15th  July,  nevertheless,  the  Board  of  the  Reichsbank  had  to 
announce  that  the  cover  for  the  note  circulation  had  fallen  below 
1  See  p.  74  above.  2  See  p.  78  above. 
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40  per  cent. ;  and  on  the  same  day  it  raised  the  discount  rate  in 
Germany  from  7  per  cent,  to  10  per  cent,  and  the  Lombard  rate  from 
8  per  cent,  to  15  per  cent.  Simultaneously,  the  German  Government 
issued  a  decree  providing  that,  during  the  first  three  days  (16th-  18th 
July)  after  reopening,  the  banks  in  Germany  should  only  make  certain 
essential  payments  (e.g.  on  account  of  wages  and  salaries),  and  another 
decree  placing  all  foreign  exchange  transactions  under  the  Reichs- 
bank’s  control.  On  the  16th  July,  all  the  German  banks  except  the 
Darmstadter  Bank  duly  reopened ;  and  the  Darmstadter  itself 
reopened  the  day  after.  On  this  latter  day,  the  17th,  the  Reichsbank 
issued  a  statement  showing  that  the  note  circulation  cover  had  now 
fallen  to  35-8  per  cent.  On  the  17th  and  18th  July,  the  German 
Government  issued  several  new  decrees:  one  designed  to  prevent 
further  flight  of  capital  from  Germany ;  another  laying  down  the 
conditions  under  which  the  banks  were  to  carry  on  their  business  on 
and  after  Monday  the  20th  July ;  another  taking  power  to  establish  a 
special  control  over  the  Press ;  and  another  imposing  a  passport  tax 
of  100  marks  on  all  German  citizens  leaving  Germany  for  foreign 
parts.  On  the  17th  July,  the  Hungarian  Government  issued  a  decree 
introducing  certain  temporary  financial  measures  to  remain  in  force 
for  a  week.  The  signature  of  a  German-Hungarian  commercial  treaty 
on  the  18th  July  was  a  small  piece  of  constructive  statesmanship  to 
set  against  the  general  disorganization  of  financial  and  economic  life 
in  Central  Europe. 

Moreover,  the  Central  European  countries  were  not  the  only  Euro¬ 
pean  countries  that  were  showing  signs  of  financial  distress.  While 
the  critical  situation  in  Germany  was  riveting  the  attention  of  the 
world,  events  were  occurring  in  Great  Britain  which  would  have 
seemed  hardly  less  ominous  than  the  failure  of  the  Darmstadter 
Bank  if  they  could  have  been  seen  at  the  time  in  the  proportions 
which  they  afterwards  assumed  in  retrospect.  On  the  13th  July — - 
the  very  day  on  which  the  Darmstadter  Bank  closed  its  doors  in 
Berlin — the  report  of  the  Macmillan  Committee  on  Finance  and 
Industry  was  presented  to  the  Parliament  at  Westminster.1  On  the 
15th  July,  French  banks  which  had  been  maintaining  large  balances 
in  London  suddenly  began  to  withdraw  their  funds.  In  consequence, 
the  Bank  of  England  lost  a  considerable  amount  of  gold  that  day  to 
France  and  Belgium,  and  the  sterling  exchange  on  Paris  and  on  New 
York  fell  far  below  the  gold  point — thus  giving  a  foretaste  of  the 
troubles  to  come. 

1  The  Macmillan  Committee  had  been  appointed  by  Mr.  Snowden  in  Novem¬ 
ber  1929  to  investigate  the  banking  and  monetary  systems. 
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On  the  15th  July,  however,  it  was  the  financial  situation  in  Ger¬ 
many,  and  not  the  situation  in  Great  Britain,  that  was  occupying 
the  minds  of  the  public  and  the  statesmen;  and  the  statesmen’s 
movements  proclaimed  the  intensification  of  the  crisis.  A  rapid 
migratory  movement  of  statesmen  from  capital  to  capital — meeting 
at  night  and  parting  at  morning — began  again. 

It  began  on  the  14th  July  (the  day  which  intervened  between  the 
closing  of  the  Darmstadter  Bank  in  Berlin  and  the  beginning  of  the 
withdrawal  of  French  deposits  from  London)  with  the  arrival  of 
the  British  Secretary  of  State  for  Foreign  Affairs,  Mr.  Arthur  Hender¬ 
son,  in  Paris.  In  Paris,  on  the  15th,  a  series  of  discussions  took  place 
between  Mr.  Henderson,  Mr.  Stimson,  Monsieur  Laval,  and  Monsieur 
Briand ;  and  on  the  same  date  the  British  Government  proposed 
once  again1  that  an  international  conference  of  statesmen  should  be 
held  and  suggested  that  it  should  open  in  London  on  the  20th. 
Further  conversations  in  Paris  between  Mr.  Stimson,  Mr.  Henderson, 
and  the  French  Ministers  took  place  on  the  16th;  and  it  was  also 
announced  on  the  16th  that,  in  view  of  the  conference  which  was 
expected  to  open  in  London  on  the  20th,  the  projected  visit  of 
Mr.  MacDonald  and  Mr.  Henderson  to  Berlin  had  been  postponed 
and  that  Dr.  Briining  and  Dr.  Curtius,  on  their  way  to  London,  were 
to  visit  Paris.  There  was  another  meeting  between  French,  British, 
and  American  Ministers  in  Paris  on  the  17th ;  and  on  this  occasion  a 
French  proposal  was  discussed  for  granting  Germany  a  short-term 
credit  of  $500,000,000  and  replacing  this  in  due  course  by  an  inter¬ 
national  loan  of  ten  years’  currency  to  be  secured  on  the  German 
customs  revenue.  It  was  explicitly  stated  to  be  a  part  of  this  French 
proposal  that  Germany  should  be  required,  in  return,  to  give  not  only 
far-reaching  financial  guarantees,  including  a  mortgage  on  the 
German  customs,  but  also  certain  political  guarantees — amounting 
to  a  ‘political  moratorium’  on  changes  in  the  situation  established 
by  the  peace  treaties — which  would  extend  (like  the  suggested  loan) 
over  a  period  of  ten  years.  It  was  reported  in  Washington  that  this 
French  proposal  was  not  acceptable  to  the  United  States  Govern¬ 
ment. 

On  the  17th  July,  experts  representing  the  Governments  of 
Belgium,  France,  Germany,  Great  Britain,  Italy,  Japan,  and  the 
United  States  met  in  London ;  but  only  questions  of  procedure  were 
discussed  in  view  of  the  imminence  of  the  forthcoming  Conference  of 
Ministers.  Dr.  Briining  and  Dr.  Curtius  arrived  hi  Paris  on  the  18th 
and  discussed  the  French  proposals  for  the  refief  of  Germany  with 

1  See  p.  81,  above. 
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French  Ministers  on  the  same  day.  At  the  same  place,  on  the  19th, 
representatives  of  the  principal  countries  which  were  to  participate 
in  the  London  Conference1  agreed,  on  the  French  Prime  Minister’s 
motion,  that  the  scope  of  the  Conference  should  be  strictly  limited  to 
an  examination  of  the  financial  and  economic  crisis  in  Germany. 

The  Conference  duly  met  in  London  on  the  20th  July,  1931,  at 
6.30  p.m.  in  the  Prime  Minister’s  room  in  the  House  of  Commons. 
Seven  Powers  were  represented — namely  Belgium,  France,  Germany, 
Great  Britain,  Italy,  Japan,  and  the  United  States — and,  considering 
that  only  five  days  had  elapsed  since  the  issue  of  the  British  Govern¬ 
ment’s  invitation,  the  number  and  eminence  of  the  statesmen  who 
had  succeeded  in  assembling  in  the  capital  of  the  United  Kingdom  at 
this  short  notice  was  impressive.  The  London  Conference  was  at¬ 
tended  by  three  Prime  Ministers  (Mr.  MacDonald,  Dr.  Briining,  and 
Monsieur  Laval) ;  six  Foreign  Ministers  (Mr.  Henderson,  Dr.  Curtius, 
Monsieur  Briand,  Mr.  Stimson,  Signor  Grandi,  and  Monsieur  Hy¬ 
mans)  ;  and  four  Finance  Ministers  (Mr.  Snowden,  Monsieur  Flandin, 
Mr.  Mellon,  and  Signor  Mosconi).  The  tale  was  completed  by  am¬ 
bassadors  and  by  permanent  officials  who  were  perhaps  as  powerful 
and  important  in  fact,  though  not  in  formality,  as  the  statesmen 
themselves. 

This  was  the  most  illustrious  gathering  of  its  kind  that  had  assembled 
since  the  Genoa  Conference  of  1922  or  even  since  the  Peace  Con¬ 
ference  of  Paris;  and,  in  the  rapidity  of  their  mobilization  on  this 
occasion,  the  statesmen  only  yielded  the  palm  to  the  bankers — a 
Luther  or  a  Norman — whose  foregoing  feats  of  locomotion  have  been 
already  recorded.  The  London  Conference  resembled  nothing  so 
much  as  a  gathering  of  fashionable  physicians,  all  anxious  above  all 
things  to  preserve  their  professional  reputations,  round  the  bed-side  of 
a  prominent  patient  whose  malady  they  have  no  genuine  hope  of 
curing.  In  these  embarrassing  circumstances  the  doctors  sign  a 
perfunctory  report,  write  out  a  harmless  but  ineffective  prescription, 
and  slip  discreetly  away — leaving  their  patient  to  suffer  a  hideous 
prolongation  of  his  agonies.  A  modern  Cassandra,  observing  this 
painful  scene,  might  have  transmuted  it,  in  her  high-strung  imagina¬ 
tion,  into  visions  of  the  mythical  torments  of  the  damned  in  Hades. 
She  might  have  beheld  Germany  in  the  likeness  of  a  modern  Prome¬ 
theus  eternally  chained  to  a  crag  for  an  eagle  unceasingly  to  rend  his 

1  This  meeting  in  Paris  on  the  19th  was  attended  by  Mr.  Mellon,  who  had 
just  joined  Mr.  Stimson,  and  also  by  Monsieur  Hymans  (Belgium)  and  Signor 
Grandi  (Italy),  who  had  likewise  arrived  in  Paris  en  route  for  the  anticipated 
Conference  in  London. 


88 


THE  WORLD  CRISIS 


Part  I 


liver.  Or  again  she  might  have  beheld  the  world  economic  order  in 
the  likeness  of  a  modern  Tityos :  a  fallen  colossus  now  sprawling 
prostrate  and  impotent  over  the  face  of  the  earth  which  he  had  once 
triumphantly  bestridden. 

The  truth  was  that  the  London  Conference  was  virtually  fore¬ 
doomed  to  failure  when  it  met.  Its  fate  had  been  decided  in  advance 
by  the  outcome  of  the  foregoing  conversations  in  Paris.  The  pre¬ 
liminary  encounter  in  the  French  capital  between  Monsieur  Laval 
and  Dr.  Bruning  had  failed  to  strike  out  any  Franco-German  agree¬ 
ment.  The  French  terms,  which  represented  the  utmost  limit  of 
concession  to  which  Monsieur  Laval  could  bring  his  countrymen  (or 
at  any  rate  his  supporters  in  the  French  Chamber),  were  manifestly 
unacceptable  to  the  countrymen  of  Dr.  Bruning.  There  was  thus  a 
gulf  between  the  French  and  the  German  standpoints  which  could  not 
be  bridged  by  understanding  ;  and  at  the  same  time  it  was  not  feasible 
for  France  to  pass  from  argument  to  force  and  to  take  advantage  of 
her  temporarily  superior  strength  by  dragging  Germany  over  on  to 
her  ground  ‘with  the  iron  hand’,  because  France  and  Germany  were 
not  being  left  to  settle  the  problem  tete-a-tete.  Five  other  Powers 
regarded  the  German  financial  crisis  as  likewise  their  concern ;  and 
at  least  three  of  these  Powers — namely  the  United  States,  Great 
Britain,  and  Italy — agreed  with  Germany  in  feeling  that  the 
political  conditions  attached  by  France  to  her  proposal  for  financial 
assistance  to  Germany  were  not  acceptable.  The  consensus  of  these 
three  Powers  with  Germany  on  this  point  caused  the  French  plan  to 
miscarry;  but  if  the  French  Government  had  the  chagrin  of  being 
defeated  in  this  contest  of  wills  in  their  own  capital,  they  had  the 
consolation  of  being  able  to  show  the  other  Governments,  in  London, 
that  they  had  won  nothing  better  than  a  Pyrrhic  victory. 

If  it  was  not  feasible  for  France,  single-handed,  to  impose  on 
Germany  the  French  political  conditions,  it  was  at  least  in  the  power 
of  France  to  prevent  Germany  from  obtaining  the  German  financial 
desiderata  ;  for  at  this  moment  the  French  were  masters  of  the  finan¬ 
cial  situation.  At  the  most,  there  were  only  three  money-markets — - 
London,  New  York,  and  Paris — which  might  conceivably  supply 
Germany’s  present  demand  on  the  scale  required ;  and,  of  these  three, 
London,  the  late  financial  capital  of  the  world,  was  now  hors  de 
combat  (a  fact  already  well  known  to  the  initiated,  though  not  yet 
apparent  to  the  public).  As  for  New  York,  the  American  bankers 
were  unwilling  to  take  any  fresh  risks  in  Germany  unaccompanied ; 
and,  since  English  co-operation  was  impracticable,  the  Americans’ 
choice  lay  between  securing  French  co-operation  or  doing  nothing  at 
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all.  Accordingly,  the  French  had  only  to  insist  upon  their  political 
conditions — which  were  no  more  acceptable  to  the  Americans  and 
the  English  than  to  the  Germans  themselves — in  order  to  reduce  the 
London  Conference  to  nullity ;  and  this  was  what  actually  happened 
when  the  Conference  took  place. 

Events  in  London,  Paris,  Berlin,  and  Washington  worked 
together  to  make  this  situation  clear  on  the  second  day  of  the  Con¬ 
ference:  the  21st  July.  In  London,  on  that  morning,  the  statesmen 
met  to  consider  ‘the  methods  of  financial  co-operation  whereby 
confidence  in  Germany’s  economic  stability’  might  ‘be  restored  in 
the  immediate  future,  as  a  preliminary  to  an  examination  of  further 
measures  which  ’  might  ‘  be  necessary  to  effect  a  permanent  restora¬ 
tion  of  Germany’s  financial  situation  on  a  firm  basis’.  These  agenda 
were  handed  over  in  the  afternoon  to  a  Committee  of  Finance 
Ministers  which  Dr.  Briining  attended  and  over  which  Mr.  Mac¬ 
Donald  presided. 

On  the  21st  July,  again,  from  Berlin,  the  leaders  of  ‘the  National 
Opposition  ’  in  Germany  (Herr  Hugenberg,  Herr  Hitler,  and  others) 
sent  an  open  telegram  to  Dr.  Briining  in  London  declaring  that  they 
would  not  recognize  as  binding  any  agreement  that  might  be  reached 
at  the  Conference  if,  in  their  opinion,  such  agreement  involved  any 
French  encroachment  upon  German  sovereignty.  The  German 
Government’s  determination  to  save  Germany  as  far  as  possible  by 
German  efforts  was  attested  on  the  same  day  by  the  publication  in 
Germany  of  two  new  drastic  decrees:  one  subjecting  taxpayers  in 
arrears  to  a  surcharge  of  5  per  cent,  a  fortnight  on  their  assessments  ; 
a  second  compelling  public  authorities,  and  empowering  private 
employers,  to  pay  no  more  than  a  half-instalment  of  wages,  salaries, 
and  pensions  which  fell  due  on  any  given  date. 

On  the  21st  July,  at  Washington,  the  United  States  Government 
published  the  text  of  a  proposal  which  had  been  transmitted  to 
Mr.  Stimson  and  Mr.  Mellon,  for  submission  to  the  Seven-Power 
Conference,  on  the  17th,  and  had  been  communicated  by  them  in 
Paris  to  their  French  and  German  colleagues  before  the  congregation 
of  statesmen  had  moved  on  from  the  French  capital  to  the  British. 
The  American  proposal  was  that  the  bankers  and  financial  houses  of 
all  countries  concerned  should  maintain  at  their  actual  volume  the 
credits  already  granted  to  Germany,  and  that  the  German  Govern¬ 
ment,  on  their  part,  should  enforce  a  strict  control  of  all  foreign 
exchange,  so  that  there  should  be  no  preferential  or  arbitrary  with¬ 
drawals. 

It  will  be  seen  that  this  American  proposal  differed  from  the  French 
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proposal  in  covering  only  the  ‘  preliminary  business  on  the  agenda 
which  the  London  Conference  had  been  considering  that  morning, 
and  that  this  preliminary  business — unlike  the  substantive  task  of 
effecting  1  a  permanent  restoration  of  Germany  s  financial  situation 
on  a  firm  basis  ’ — could  be  carried  through  (for  whatever  the  transac¬ 
tion  might  be  worth)  without  any  need  for  an  appeal  to  the  Fiench 
money-market  and  therefore  without  any  necessity  for  reckoning 
with  French  political  stipulations.  In  view  of  the  temper  and  situa¬ 
tion  of  all  parties  concerned,  it  was  already  evident  that  this  was  the 
utmost  that  the  London  Conference  could  expect  to  accomplish  ;  and 
on  this  basis  the  Committee  of  Finance  Ministers  agreed  on  a  report 
on  the  22nd  and  thereby  enabled  the  Conference  itself  to  dissolve  on 
the  23rd. 

The  mouse  to  which  this  travail  of  the  mountains  gave  birth1  was 
a  decision  on  the  part  of  the  seven  participant  Governments  not  to 
take  any  action,  joint  or  separate,  themselves,  but  to  recommend 
to  the  Central  Banks  and  the  private  financial  houses  in  their 
respective  countries  certain  palliative  measures,  some  of  which  had 
actually  been  taken  by  the  bankers  already  on  their  own  initiative — 
or,  rather,  under  the  spur  of  a  necessity  to  which  they  had  been  more 
quickly  sensitive  than  the  statesmen.  It  was  recommended  that  the 
aggregate  credit  of  $100,000,000  which  the  Reichsbank  had  received 
in  blocks  of  $25,000,000  each  from  the  B.I.S.  and  from  three  national 
Central  Banks  under  the  auspices  of  the  B.I.S.  should  be  renewed  on 
maturity  for  three  months  (as,  in  fact,  it  had  been  renewed  provision¬ 
ally  eight  days  back)  ;2  that  concerted  measures  should  be  taken  by  the 
financial  institutions  in  the  various  countries  with  a  view  to  main¬ 
taining  the  actual  volume  of  the  credits  which  Germany  had  already 
received ;  and  that  a  committee  should  be  set  up  by  the  Bank  for 
International  Settlements  to  inquire  into  Germany’s  immediate 
additional  credit  requirements,  and  to  study  the  possibility  of  con¬ 
verting  some  part  of  the  short-term  credits  which  she  had  already 
received  into  long-term  credits. 

On  the  24th  July,  the  President  of  the  Bank  for  International 
Settlements  informed  Mr.  Ramsay  MacDonald,  as  President  of  the 
London  Conference,  that  the  Bank  was  proceeding  to  give  effect 
to  the  recommendations  of  the  Conference  without  delay.  On  the 
same  day,  it  was  announced  that  the  German  Government  had  asked 

1  An  English  banker  who  was  good  enough  to  read  this  passage  in  typescript 
suggests  that  this  allusion  minimizes  unduly  the  importance  of  the  London 
Conference’s  work.  The  resulting  common  action  on  the  part  of  the  banks  and 
the  private  creditors  ‘made  it  possible  to  avoid  chaos,  and  would  hardly  have 
been  possible  without  the  Conference’.  2  See  p.  84,  above. 
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for  the  presence  of  three  economic  experts,  in  an  advisory  capacity, 
in  Berlin ;  and  on  the  25th  the  Government  of  the  Reich,  at  the 
suggestion  of  the  Reichsbank,  decided  to  join  with  eleven  Berlin 
banks  in  forming  an  ‘Acceptance  and  Guarantee  Bank’  with  a  share 
capital  of  Mks.  200,000,000  which,  among  other  services,  was  to 
provide  the  funds  for  a  resumption  of  normal  activities  by  the 
Darmstadter  Bank.  On  the  27th,  two  of  the  three  experts  who  had 
been  invited  to  Berlin  arrived  there  ;  and  representatives  of  important 
English  and  American  banks  were  reported  to  have  arrived  simul¬ 
taneously  and  to  have  started  negotiations  with  a  German  committee 
under  the  chairmanship  of  Dr.  Luther  on  the  question  of  maintain¬ 
ing  the  existing  volume  of  the  credits  of  which  Germany  was  in 
receipt. 

The  dispersal  of  the  London  Conference  did  not  terminate  the 
comings  and  goings  of  the  statesmen.  On  the  25th  July,  Mr.  Stimson 
arrived  in  Berlin  ;  and  on  the  27th,  when  Mr.  Stimson  left,  Mr.  Mac¬ 
Donald  and  Mr.  Henderson  arrived  in  their  turn.  At  Berlin  on  the 
28th,  it  was  announced  officially  that  the  two  British  statesmen  had 
discussed  with  Dr.  Brtining  and  Dr.  Curtius  constructive  measures  for 
giving  effect  to  the  decisions  of  the  London  Conference,  for  improving 
the  general  state  of  international  trade,  and  for  promoting  disarma¬ 
ment.  On  the  28th,  likewise,  Mr.  Stimson  arrived  in  London  and 
sailed  the  same  day  from  Southampton  for  America,  like  some  latter- 
day  Astraea  taking  leave  of  a  world  gone  awry — save  that  ‘the 
God’s  own  country’  on  the  Western  shore  of  Ocean  Stream,  to 
which  the  emissary  was  returning,  was  no  Elysium,  but  rather 
a  replica  of  the  Old  World  of  Men  in  the  throes  of  a  crisis  which 
submitted  to  no  geographical  limits. 

On  the  23rd  July,  after  the  conclusion  of  the  London  Conference, 
President  Hoover  had  issued  a  statement  expressing  satisfaction  with 
the  results  achieved.  A  more  illuminating  commentary  on  the  effects 
of  the  statesmen’s  strenuous  peripatetic  activities  during  the  pre¬ 
ceding  ten  days  is  given  by  the  synchronisms  between  their  move¬ 
ments  from  capital  to  capital  and  the  formidable  march  of  events 
throughout  the  world. 

For  example,  the  14th  July,  which  was  the  date  of  Mr.  Henderson’s 
arrival  in  Paris,  was  also  signalized  by  a  hitch  in  the  implementation 
of  the  Hoover  Plan.  On  that  day  the  Greek  Government,  in  notes 
addressed  to  the  British  Government  and  to  the  Bank  for  Inter¬ 
national  Settlements,  declined  to  accept  the  Hoover  Plan,  in  so  far  as 
it  covered  Eastern  Reparations,  unless  certain  Greek  obligations 
(including  payments  to  Bulgaria  under  the  Kaphandaris-Molov 
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Agreement)  were  included  in  the  scope  of  the  moratorium.  The 
Greek  Minister  for  Finance  gave  orders  on  the  same  day  for  the 
suspension  of  payments  due  from  Greece,  under  the  Kaphandaris- 
Molov  Agreement,  to  Bulgaria.1 

On  the  15th  July,  the  date  of  the  first  Franco-British -American 
conversations  in  Paris,  it  was  reported  that,  in  the  United  States,  the 
Hoover  Plan  was  being  made  the  text  for  an  agitation  in  favour  of 
some  analogous  relief,  in  the  national  field,  for  the  American  farmers 
and  the  American  unemployed. 

On  the  19th  July,  when  the  statesmen  in  Paris  were  agreeing  that 
the  scope  of  the  forthcoming  London  Conference  should  be  limited 
to  an  examination  of  the  financial  and  economic  crisis  in  Germany,  it 
was  reported  from  the  South-Western  wheat-belt  of  the  United 
States  that,  in  many  towns  in  that  section,  wheat  was  being  used  in 
barter;  and  on  the  same  day  ‘the  United  Farmers’  of  the  Canadian 
prairie -province  of  Manitoba  issued  a  statement  declaring  that  70  per 
cent,  of  the  Manitoban  farmers  would  be  unable  to  meet  the  expenses 
of  crop-production.  On  the  same  day,  in  Santiago  de  Chile,  the 
Minister  for  Finance  published  a  statement  showing  a  total  direct 
and  indirect  public  indebtedness  of  4,577,000,000  pesos  (about 
£114,425,000  sterling  at  gold  parity),  which  would  require  a  provision 
of  311,000,000  pesos  annually  to  cover  interest  and  amortization. 
For  the  current  financial  year,  the  estimated  deficit  on  the  Chilean 
national  accounts  was  106,000,000  pesos. 

On  the  20th  July,  when  the  Conference  of  statesmen  was  opening 
in  London,  it  was  announced  in  Bremen  that  the  J.  F.  Schroeder 
Bank  would  be  obliged  temporarily  to  close ;  in  Seville,  there  was  a 
‘revolutionary  strike’;  at  The  Hague,  the  Permanent  Court  of 
International  Justice  began  its  hearing  in  regard  to  the  Austro - 
German  Customs  Union  Plan;  and  at  Lagos,  at  a  meeting  of  the 
Legislative  Council  of  Nigeria,  it  was  announced  by  the  Governor 
that  the  estimated  deficit  for  the  financial  year  1931-2  was  £1,985,000. 
In  Australia,  on  the  same  day,  the  Commonwealth  Premier  Mr.  Scullin, 
under  pressure  from  the  New  South  Wales  Premier  Mr.  Lang,  requested 
the  Loan  Council  to  agree  to  a  grant  of  £500,000  in  treasury  bills  to  the 
New  South  Wales  Government  in  order  to  make  it  possible  to  pay  civil 
service  salaries  and  wages  falling  due  on  the  23rd.  The  only  good  news 
on  that  day  came  from  India,  where  the  composition  of  the  Federal 
Structure  Committee  of  the  Round  Lable  Conference  was  announced 
(after  a  conversation  the  day  before,  at  Simla,  between  the  Viceroy 
and  Mr.  Gandhi). 

1  See  the  present  volume,  Part  III  B,  section  (ii). 
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On  the  21st  July,  while  the  Conference  was  in  session  in  London, 
there  was  published  in  Paris  the  unpromising  text  of  the  French 
Government’s  memorandum  on  armaments  a  propos  of  the  forth¬ 
coming  World  Disarmament  Conference  J  and  in  Spain  the  Provisional 
Government  took  advantage  of  their  emergency  powers  to  promulgate 
edicts  which  were  intended  to  bring  the  strikes  to  an  end.  On  the 
same  day,  in  Chile,  the  Cabinet  resigned  (after  a  bare  week  of  office) 
on  account  of  disagreements  over  the  policy  of  economy  which  the 
Minister  for  Finance  had  announced  two  days  before.  On  the  22nd 
July,  in  Australia,  Mr.  Scullin,  replying  on  behalf  of  the  Loan  Council 
to  Mr.  Lang’s  appeal  for  financial  assistance  for  New  South  Wales, 
made  the  stipulation  that  the  New  South  Wales  Government,  on  their 
own  part,  should  agree  to  assume  responsibility  for  their  financial 
obligations  on  the  public  debt,  should  rejoin  the  Australian  Loan 
Council,  and  should  pass  legislative  measures  which  would  put  the 
decisions  of  the  Premiers’  Conference2  into  effect  in  the  State.  On  the 
same  day,  in  Queensland,  the  trial  began  of  the  civil  action  which  had 
been  brought  by  the  Crown  against  Mr.  Theodore  in  connexion  with 
the  purchase  of  the  Mungana  Mine. 

On  the  23rd  July,  the  day  on  which  President  Hoover  declared 
himself  satisfied,  martial  law  was  proclaimed  in  Seville ;  there  were 
serious  disorders  in  Santiago  de  Chile ;  and — greater  portent  still — 
the  Bank  of  England  raised  its  minimum  discount  rate  from  2\  to 
3 1  per  cent.  On  the  26th  July,  when  Mr.  MacDonald  and  Mr.  Hender¬ 
son  were  en  route  from  London  to  Berlin,  President  Ibanez  of  Chile 
handed  over  the  government  of  the  republic  to  the  Vice-President 
and  left  Santiago  for  an  unknown  destination.  On  the  27th,  when  the 
two  British  statesmen  were  arriving  in  Berlin  and  Mr.  Stimson  was 
leaving,  a  moratorium  was  declared  in  Chile,  to  remain  in  force  until 
the  30th.  Perhaps,  however,  this  news  from  Chile  might  be  regarded 
as  being  offset  by  the  announcement  from  Brazil  that  the  President 
of  that  republic  had  instructed  his  Minister  for  Finance  to  put  into 
execution  the  financial  reforms  suggested  by  a  British  expert,  Sir 
Otto  Niemeyer,  in  a  report  which  had  been  published  on  the  24th. 
Moreover,  in  Chile  itself,  the  capital  was  reported  to  have  returned 
to  normal  conditions  on  the  28th,  and  on  the  same  day  there  was  an 
improvement  in  the  situation  in  Australia,  where  the  Loan  Council’s 
conditions  were  accepted  by  Mr.  Lang. 

On  the  29th  July,  when  Mr.  Stimson  was  already  on  the  high  seas, 
the  migratory  movement  of  the  statesmen  temporarily  ceased  with 
the  return  of  Messrs.  MacDonald  and  Henderson  to  London  from 

1  See  Part  II,  section  (v)  below.  2  See  p.  70,  above. 
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Berlin  ;  and  on  the  30th  the  representatives  of  the  British  and  Ameri¬ 
can  banks  likewise  left  Berlin,  taking  with  them  proposals  regarding 
the  maintenance  of  credits  for  submission  to  their  principals.  The 
crisis  in  Germany  was  still  acute.  On  the  29th  July,  for  example,  the 
Finance  Ministry  of  the  Reich  announced  that  the  revenue  from 
customs  and  taxation  in  the  second  quarter  of  the  year  1931  had 
fallen  short  of  the  estimates  by  433,000,000  marks  and  that  the  con¬ 
tinued  decline  in  revenue  during  July  had  been  ‘catastrophic’.  On 
the  31st,  the  General  Council  of  the  Reichsbank  decided  to  raise  the 
discount  rate  from  10  per  cent,  to  15  per  cent,  and  the  Lombard  rate 
from  15  per  cent,  to  20  per  cent. ;  and  on  the  same  day  financial  dis¬ 
tress  in  Germany  was  aggravated  by  political  uncertainty  when  the 
German  People’s  Party  issued  a  manifesto  calling  on  its  supporters  to 
vote  for  a  referendum,  which  was  being  promoted  in  Prussia  by  the 
Stahlhelm  Organization,  for  the  dissolution  of  the  Prussian  Diet 
(Landtag).  The  promoters  of  the  demand  for  the  referendum  in 
Prussia  had  a  subversive  political  aim ;  for  the  existing  political 
situation  in  the  greatest  of  all  the  Lander  of  the  German  Reich  had 
been  the  chief  element  of  stability  in  German  politics  during  all  the 
agitations  and  upheavals  of  the  post-war  years.  Ever  since  1921 
Prussia,  in  contrast  to  the  Reich,  had  been  administered  by  a  Coalition 
Government  representing  and  supported  by  the  Social-Democrats,  the 
Democrats  and  the  Centre  Party,  who  commanded,  in  combination,  a 
substantial  majority  of  votes  in  the  Diet.  The  sensational  gains  of  the 
extreme  parties  in  Germany  at  and  after  the  Reichstag  elections  of 
September  19301  had  encouraged  them  to  attack  the  forces  of  republi¬ 
can  moderation  in  their  Prussian  stronghold ;  and  they  were  not 
content  to  wait  for  the  general  election  which  was  due  in  any  case 
to  be  held  in  Prussia  in  May  1932.  The  demand  for  a  referendum  was 
an  attempt  to  hasten  the  date  of  the  intended  extremist  offensive ; 
and  thus  the  demand  in  itself  was  calculated  to  throw  Germany 
into  a  state  of  political  agitation.  At  the  close  of  July  1931  the 
political  and  financial  outlooks  in  Germany  were  thus  both  stormy. 
Nevertheless,  by  this  time  the  international  storm  centre  had  shifted 
unmistakably  from  Germany  to  Great  Britain. 

The  flow  of  gold  abroad  from  the  Bank  of  England,  which  had  begun 
on  the  15th  July,2  had  not  been  staunched.  During  the  week  ending 
the  25th  July,  bar  gold  to  the  value  of  £21,000,000  was  withdrawn,  by 
far  the  greater  proportion  of  which  went  to  France.  On  the  27th  July 
it  was  reported  that  the  question  had  been  discussed  over  the  week¬ 
end  between  Sir  Robert  Kindersley  and  the  Governor  of  the  Bank  of 

1  See  the  Survey  for  1930,  p.  8.  2  See  p.  85,  above  and  pp.  216-17,  below. 
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France,  Monsieur  Moret.  A  scheme  for  French  collaboration  with  the 
Bank  of  England  in  order  to  meet  the  British  financial  crisis — as  it 
was  now  admitted  to  be — appears  to  have  been  drawn  up,  as  a  sequel 
to  the  Kindersley-Moret  conversations,  at  a  meeting  between  the 
directors  of  the  Bank  of  France  and  representatives  of  the  more 
important  French  private  banks.  It  was  a  question  of  providing  a 
credit  of  £20,000,000  sterling  in  Paris  for  the  Bank  of  England. 

A  fresh  symptom  of  British  financial  distress  appeared  on  the 
28th  July,  when  it  was  reported  that  the  City  of  London  was  unable 
to  promise  participation  in  an  international  loan  of  £7,000,000  which 
was  under  negotiation  for  the  Hungarian  Government.  The  negotia¬ 
tions  had  been  started  before  the  announcement  of  the  Hoover  Plan ; 
and  the  loan  had  seemed  to  be  on  the  point  of  being  concluded  on  an 
international  basis,  with  British  as  well  as  French  participation,  when 
the  transaction  had  been  interrupted  by  President  Hoover’s  announce¬ 
ment  and  thereafter  by  the  London  Conference.  On  the  resumption 
of  the  negotiations,  the  position  on  the  London  market  was  found  to 
be  distinctly  less  favourable  than  before. 

On  the  29th  July  the  French  Prime  Minister,  Monsieur  Laval, 
received  a  deputation  of  representatives  of  the  British  coal  industry, 
who  had  come  to  Paris  to  plead  for  more  favourable  treatment  in 
France  for  British  coal. 

On  the  30th  July  the  Bank  of  England  again  raised  its  discount  rate 
by  one  point — this  time  from  3i  per  cent,  to  4J  per  cent. — after  having 
raised  it  from  2-|  per  cent,  to  3^  per  cent,  a  week  earlier,  on  the  23rd.1 
This  last  rise  was  simultaneous  with  a  rise  from  3  per  cent,  to  4  per 
cent,  in  Sweden  and  with  a  superficially  more  sensational  rise  in  Ger¬ 
many,  where,  as  has  been  recorded  already,  the  discount  rate  was 
raised  from  10  per  cent,  to  15  per  cent,  and  the  Lombard  rate  from 
15  per  cent,  to  20  per  cent,  on  the  31st  July.  Nevertheless,  it  was  the 
pound  sterling  and  not  the  reichsmark  that  was  now  in  peril;  and 
this  new  and  deadlier  strain  on  the  structure  of  the  world  economic 
order  was  heralded  by  a  fresh  migratory  movement,  this  time  among 
the  bankers.  On  the  31st  July,  Sir  Robert  Kindersley  appeared  in 
Paris  again  on  the  Bank  of  England’s  behalf  in  order  to  resume  dis¬ 
cussions  with  the  Governor  of  the  Bank  of  France  in  regard  to  the 
proposed  re-discount  credit  of  £20,000,000.  On  the  same  day,  the 
Bank  of  England  actually  gained  gold,  on  balance,  for  the  first  time 
since  the  14th  July.  On  the  same  day  again,  however,  the  report  of 
the  British  Government’s  Economy  Committee  (‘the  May  Committee  ’) 
was  published,  and  it  thus  became  a  matter  of  public  knowledge  that 

1  See  p.  93,  above. 
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the  Committee  foresaw  a  Budget  deficit  of  nearly  £120,000,000  in 
1932.1 

On  the  1st  August,  it  was  announced  that  the  Bank  of  France  and 
the  Federal  Reserve  Bank  of  New  York  had  each  placed  at  the 
disposal  of  the  Bank  of  England  a  credit  for  the  equivalent  of 
£25,000,000,  and  that  the  Treasury  in  Whitehall,  on  the  Bank  of 
England’s  application,  had  authorized  an  increase  of  £15,000,000  in  the 
fiduciary  note  issue  for  a  period  of  three  weeks.  The  purpose  of  the 
credit,  it  was  stated,  was  to  restore  confidence  in  the  pound  sterling 
and  to  check  the  drain  of  gold  from  London.  Since  the  8th  July,  the 
Bank  of  England’s  stock  of  gold  had  fallen  from  £165,810,946  to 
£133,309,663,  in  spite  of  imports  of  gold  from  Australia  and  Africa. 
In  the  week  ending  the  29th  July,  the  loss  was  £16,734,921,  although 
shipments  to  France  were  suspended  in  the  middle  of  the  week  thanks 
to  support  given  to  sterling  by  French  banks. 

Notwithstanding  these  conservatory  measures,  there  was  a  sudden 
and  unexpected  fall  in  the  sterling  exchange  on  Paris  four  days  later, 
on  the  5th  August,  when  the  rate  touched  frs.  123-34  before  recover¬ 
ing  to  frs.  123-80.  (On  the  same  day,  the  sterling  exchange  of  New 
York  fell  to  $4-84  and  recovered  to  $4-85^-.)  On  the  6th,  the 
exchange  on  Paris  rose  to  frs.  123-90 ;  but  the  contrast  between  the 
respective  financial  positions  of  Great  Britain  and  France  was  brought 
out  that  day  in  the  weekly  statement  of  the  Bank  of  France  for  the 
week  ending  the  31st  July,  which  showed  that  the  French  gold  reserve 
had  reached  the  unprecedented  figure  of  £486,730,000 — the  propor¬ 
tion  of  gold  to  obligations  at  sight  being  approximately  56-21  percent. 

On  the  12th  August,  the  leading  members  of  His  Britannic  Majesty’s 
Government  in  Great  Britain  reappeared  in  London  from  their 
summer  retreats  in  the  country  in  order  to  attend  the  first  meeting 
of  an  Economy  Committee  of  the  Cabinet.  Ministers  were  reported 
to  be  unanimous  in  a  determination  that  the  Budgets  for  the  current 
and  for  the  coming  year  should  be  made  to  balance.  Next  day,  the 

1  The  eventual  figures  inevitably  worked  out  differently  from  the  May 
Committee’s  forecast.  But  this  forecast  itself,  and  the  figures  in  which  it  was 
expressed,  had  a  historic  importance  in  consequence  of  the  effect  produced, 
by  the  publication  of  these  figures,  upon  public  opinion,  not  only  in  the  United 
Kingdom  but  all  over  the  world.  On  this  point,  the  following  comment  was 
made,  in  correspondence  with  the  writer  of  this  Survey,  by  an  eminent  autho¬ 
rity:  ‘It  was  an  act  of  incredible  folly,  as  I  felt  when  I  first  knew  of  it,  to  allow 
the  May  Report  to  be  published  without  commentary  or  declaration  of  policy. 
The  impression  that  was  at  once  conveyed  to  the  foreigner  was  that  we  had  a 
deficit  of  £120,000,000  which  could  not  be  cured  except  by  knocking  off  over 
£60,000,000  from  unemployment  pay,  which  he  knew  we  should  not  do,  and 
that  the  Government  had  no  policy.  It  ought  to  have  been  delayed  until  a 
balanced  statement  and  a  definite  policy  could  be  published  simultaneously.’ 
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Committee  laid  down  the  general  principle  that  the  steps  to  be  taken 
in  order  to  balance  the  Budget  must  be  based  on  an  equality  of  sacri¬ 
fice  and  effort  on  the  part  of  all  sections  of  the  community.  On  the 
19th  August  the  proposals  submitted  by  the  Economy  Committee 
were  discussed  by  the  Cabinet  as  a  whole.  They  were  reported  to 
have  worked  out  figures  which  would  produce  a  balanced  Budget  if 
accepted  by  various  interests  concerned.  On  the  20th  August,  the 
Prime  Minister,  Mr.  MacDonald,  and  the  Chancellor  of  the  Exchequer, 
Mr.  Snowden,  gave  to  representatives  of  other  political  parties  a 
general  outline  of  the  Cabinet’s  proposals,  particularly  with  regard  to 
reforms  in  the  administration  of  unemployment  benefit.  The  Govern¬ 
ment’s  policy  was  also  explained  on  the  same  day  to  a  joint  meeting 
of  the  National  Executive  of  the  Labour  Party  and  the  General 
Council  of  the  Trades’  Union  Congress.  On  the  same  day,  likewise, 
there  was  a  breakdown,  which  was  not  of  good  augury,  in  negotiations 
that  had  been  taking  place  in  the  British  ship-building  trade  between 
the  Employers’  Federation  and  the  unions  on  the  question  of  wage 
reductions.  On  the  21st  August,  the  embarrassment  of  British 
finances  was  proclaimed  once  more  in  the  announcement  that  the 
Bank  of  England  had  obtained  permission  to  maintain  the  increase 
in  the  fiduciary  note  issue  for  a  further  period  of  three  weeks.  On  the 
same  date,  the  General  Council  of  the  Trades’  Union  Congress  was 
reported  to  have  informed  the  Government  that  the  proposals  for 
economy  on  wThich  its  opinion  had  been  invited  were  not  acceptable. 

Therewith,  the  financial  crisis  in  Great  Britain  had  issue  in  a  political 
crisis — a  conflict  between  the  leaders  of  the  Labour  Government  and 
the  leaders  of  the  Trades’  Union  Congress — which  was  analogous  to 
the  political  conflict  in  Australia  between  the  Commonwealth  Govern¬ 
ment  and  the  New  South  Wales  Government  that  had  been  precipi¬ 
tated  by  the  financial  crisis  earlier  in  the  year.  On  the  22nd,  it  was 
announced  that  the  Cabinet  at  Westminster  were  ‘putting  the 
finishing  touches  ’  to  a  scheme  which  in  their  belief  would  meet  the 
situation  and  which  included  provision  for  a  10  per  cent,  cut  in  un¬ 
employment  benefit.  But  a  scheme  including  this  provision  could  not 
be  carried  through  by  a  Labour  Government  in  the  teeth  of  the 
Trades’  Union  Congress  without  riving  the  Government  itself  asunder. 
The  intensity  of  the  politico -financial  crisis  in  Great  Britain  at  this 
moment  was  manifested  in  an  extension  of  the  migratory  movement 
from  statesmen  and  bankers  to  crowned  heads.  On  the  22nd  August, 
the  Governor  of  the  Bank  of  England  arrived  in  Ottawa.1  On  the 

1  It  was  stated  in  the  press  that  on  this  occasion  Mr.  Norman  was  travelling 
for  a  holiday. 
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23rd,  the  King  of  England  returned  to  London  from  Balmoral.  On 
the  24th  August,  Mr.  MacDonald  and  his  colleagues  in  the  Labour 
Government  resigned,  and  on  the  same  day  the  late  Prime  Minister 
accepted  the  task  of  forming  a  National  Government  to  deal  with  the 
financial  crisis.  On  the  same  day,  too,  the  Bank  of  France  started  to 
buy  sterling  with  a  view  to  holding  the  exchange  at  frs.  123-95  ;  and, 
in  virtue  of  this  support,  the  exchange  rose  on  the  26th  August  to 
something  between  frs.  123-92|  and  frs.  124.  The  true  gravity,  how¬ 
ever,  of  the  financial  situation  was  conveyed  in  the  fact,  which  be¬ 
came  known  on  the  26th,  that  the  Bank  of  England  had  already  used 
up  80  per  cent,  of  the  Eranco-American  credit  of  £50,000,000  sterling 
which  it  had  obtained  at  the  beginning  of  the  month. 

During  this  month  of  August  1931  the  movement  of  affairs 
throughout  the  world  was  not  all  in  one  direction ;  for,  while  Great 
Britain  was  descending  into  a  trough  in  the  waves,  certain  other 
countries — notably  Germany  and  Australia — which  had  reached 
their  respective  nadirs  at  earlier  dates,  were  moving  now,  at  least 
momentarily,  on  an  upward  grade. 

Li  Germany,  on  the  1st  August,  the  ground  was  prepared  for  the 
resumption  of  normal  banking  payments  by  the  issue  of  two  new 
Government  decrees :  one  laying  down  regulations  for  the  resumption 
of  payments  and  the  other  setting  up  a  new  organization  to  control 
dealings  in  foreign  exchange.  On  the  3rd,  the  weekly  statement  of 
the  Reichsbank  showed  an  increase  of  nearly  100,000,000  marks  in 
the  gold  and  foreign  exchange  cover  for  the  note  circulation — an 
encouraging  symptom,  in  spite  of  the  fact  that  the  proportion  of  cover 
to  notes  in  circulation  was  still  no  higher  than  36-1  per  cent,  owing  to 
an  increase  in  the  note  circulation  pari  passu.  On  the  same  day,  the 
Board  of  the  Bank  for  International  Settlements  decided,  in  accord¬ 
ance  with  the  London  Seven-Power  Conference,  to  renew  its  portion 
of  the  aggregate  $100,000,000  credit  to  the  Reichsbank  for  a  further 
period  of  three  months — another  encouraging  symptom,  in  spite  of 
the  fact  that  the  Board  had  virtually  no  choice,  since  Germany  at  the 
moment  was  manifestly  not  in  a  position  to  repay.  On  the  6th 
August,  this  decision  was  followed,  in  respect  of  the  other  portions, 
by  the  Federal  Reserve  Bank  of  New  York,  in  association  with  the 
other  national  Central  Banks  concerned.  Meanwhile  the  German 
Banks  had  reopened  for  the  satisfaction  of  all  demands  on  the  5th ; 
the  German  savings  banks  reopened  on  the  8th ;  and  the  latter  day 
also  saw  the  first  meeting,  at  Basle,  of  the  International  Bankers’ 
Committee  which  had  been  appointed  to  inquire  into  the  means  of 
dealing  with  the  financial  situation  in  Germany.  On  the  9th  August, 
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the  German  Government  found  themselves  able  to  issue  a  new  decree 
abolishing  the  restrictions  which  had  been  imposed  on  imports  into 
Germany  through  the  control  of  foreign  exchange  under  the  decree  of 
the  1st.  On  the  9th,  likewise,  the  cloud  that  had  been  hanging  over 
German  politics  was  temporarily  dissipated  by  the  failure  of  the 
referendum,  which  had  been  promoted  by  the  Stahlhelm  Organization 
on  the  question  of  dissolving  the  Prussian  Diet,1  to  secure  the  neces¬ 
sary  number  of  votes.  Thereafter,  on  the  11th  August,  the  Reichs- 
bank  decided,  in  view  of  the  fact  that  the  resumption  of  full  payments 
by  the  banks  had  passed  off  without  undue  pressure,  to  reduce  the 
discount  rate  again  from  15  per  cent,  to  10  per  cent.,  and  the  Lombard 
rate  from  20  per  cent,  to  15  per  cent. 

On  the  13th,  most  of  the  members  of  the  ‘Standstill’  ( Stillhalte ) 
Committee  were  reported  to  have  arrived  at  Basle  and  to  have  begun 
conversations.  On  the  14th,  a  programme  proposing  drastic  retrench¬ 
ments  in  all  departments  of  municipal  activity  was  presented  to  the 
Government  of  the  Reich  by  the  Council  of  German  Cities,  which 
represented  all  towns  with  more,  and  many  with  less,  than  25,000 
inhabitants.  The  returns  of  Germany’s  foreign  trade  in  July  1931, 
which  were  published  on  the  17th  August,  showed  not  only  a  higher 
export  surplus  and  a  lower  figure  for  total  imports  than  any  monthly 
returns  in  recent  years,  but  also  a  large  absolute  increase  in  exports. 
The  weekly  statement  of  the  Reichsbank  for  the  second  week  in 
August,  which  was  published  on  the  18th,  showed  further  progress 
towards  normal  conditions.  The  18th  also  saw  the  publication  of  the 
report  of  the  International  Bankers’  Committee  which  had  been  sit¬ 
ting  at  Basle  (‘the  Layton-Wiggin  Report’).  Its  analysis  of  the 
actual  financial  situation  in  Germany  was  as  able  as  its  proposals  for 
dealing  with  this  situation  were  inadequate.  This  inadequacy  was  of 
course  no  fault  of  the  distinguished  experts  composing  the  committee. 
The  scope  of  their  recommendations  for  action  was  necessarily  limited 
by  the  realities  of  the  political  situation,  for  which  the  statesmen  and 
not  the  experts  were  responsible.  And,  for  political  reasons,  there 
was  not  (and  could  not  be)  any  specific  proposal  in  the  experts’ 
report  for  the  provision  of  any  new  long-term  credit  to  Germany,2 
but  merely  a  recommendation  that  current  short-term  credits  from 
private  financial  institutions  should  be  renewed  for  a  period  of  six 
months,  on  condition  that  the  $100,000,000  credit  from  the  Central 

1  See  p.  94,  above. 

2  For  the  insuperable  French  political  obstacle  to  the  negotiation  of  a  new 
long-term  credit  for  Germany,  see  p.  86,  above.  The  experts  did  take  occa¬ 
sion  to  recommend  long-term  credits  in  general  terms.  See  p.  218  below. 
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Banks  should  be  renewed  for  an  equal  period.  On  the  19th  August 
the  members  of  the  Standstill  Committee  initialled  an  agreement 
providing  for  the  extension,  for  six  months,  of  short-term  credits 
totalling  about  6,000,000,000  marks.1  It  was  a  striking  testimony  to 
the  substantial  improvement  of  the  financial  situation  in  Germany 
that,  on  the  19th  August — the  day  on  which  this  meagre  crumb  of 
comfort  was  tossed  to  her — the  Reichsbank  was  able  to  reduce  the 
Lombard  rate  from  15  per  cent,  to  12  per  cent. 

This  improvement  in  Germany  was  reflected  in  the  international 
relations  between  the  statesmen.  On  the  7th  August,  Dr.  Briining 
and  Dr.  Curtius  arrived,  on  an  official  visit,  in  Rome.  On  the  13th,  the 
German  Ambassador  in  Paris  called  on  Monsieur  Laval  in  order  to 
convey  an  official  invitation  to  MM.  Laval  and  Briand  to  visit  Berlin. 
This  invitation  was  accepted  on  the  14th ;  but,  in  view  of  the  state 
of  Monsieur  Briand’s  health,  it  was  agreed  that  the  visit  should  be 
postponed  until  after  the  meeting  of  the  League  of  Nations  Council, 
which  was  due  to  open  on  the  1st  September.  On  the  evening  of  the 
same  day,  the  circumstances  which  rendered  the  postponement  neces¬ 
sary  were  explained  to  Dr.  Briining  by  Monsieur  Laval  in  a  telephone- 
conversation :  a  friendly  gesture  which  more  than  counteracted  the 
effect  of  the  postponement  of  a  conversation  face-to-face  between  the 
French  and  German  statesmen. 

There  was  a  simultaneous  improvement  in  the  financial  situation 
in  Hungary ;  but  in  this  case  there  was  ground  for  thinking  that  the 
improvement  was  due  to  a  financial-political  bargain  with  France, 
on  the  lines  of  the  bargain  which  Monsieur  Laval  had  tried,  without 
success,  on  the  eve  of  the  London  Conference,  to  drive  with  Dr. 
Briining  in  Paris.2  On  the  13th  August,  the  contract  for  an  inter¬ 
national  loan  of  £5,000,000  to  Hungary  was  signed  in  Paris,  with 
a  provision  that  French  interests  should  subscribe  the  lion’s 
share,  though  Swiss,  Dutch,  and  Italian,  as  well  as  Hungarian, 
participation  was  also  provided  for.  The  financial  consequences  of 
this  transaction  were  seen  on  the  17th  August,  when  the  restrictions 
on  the  financial  market  in  Hungary,  though  not  on  dealings  with 
foreign  countries,  were  removed.  The  political  consequences  were 
seen  on  the  19th,  when  Count  Bethlen’s  Cabinet  resigned  office  at 
Budapest  after  an  Emergency  Committee,  set  up  jointly  by  the  two 
Houses  of  the  Hungarian  Parliament,  had  accepted  a  programme  for 
balancing  the  Budget  by  decreases  in  expenditure  and  increases  in 
taxation. 

Count  Bethlen  had  been  in  office  for  ten  years;  and  he  was  the 
1  See  p.  218  below,  2  Seep.  86 above. 
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Hungarian  statesman  who  had  been  responsible  for  the  establishment 
of  the  Hmigaro -Italian  entente  in  1927. 1  His  resignation  in  1931  was 
ostensibly  the  penalty  for  his  negligence  in  having  allowed  the  public 
finances  of  Hungary  to  get  out  of  hand  again  after  they  had  been 
restored  to  order,  under  the  auspices  of  the  League  of  Nations,  in 
1923-4. 2  Yet  it  may  be  doubted  whether,  in  the  scales  of  Magyar 
public  opinion,  Count  Bethlen’s  financial  laxity  weighed  appreciably 
to  his  detriment  by  comparison  with  the  weight  of  his  diplomatic 
services  to  the  Hungarian  national  cause.  If  Count  Bethlen’s  political 
fate  had  been  entirely  in  Hungarian  hands,  it  may  be  conjectured 
that  the  financial  irregularities  of  his  administration  would  have  been 
condoned  by  Hungarian  public  opinion  as  inevitable  consequences 
of  the  world  economic  crisis ;  and  that  his  services  would  have  been 
retained  for  political  objects  which  were  of  greater  interest  to  Magyar 
minds  than  sound  finance.  The  unsound  finance,  however,  which  had 
been  tolerated  for  some  years  past  by  Count  Bethlen  and  his  colleagues 
and  his  countrymen,  had  now  reached  a  pass  at  which  it  could  neither 
be  ignored  by  the  Hungarians  themselves  nor  repaired  without 
foreign  assistance.  The  penalty  for  financial  laxity  was  the  loss  of 
political  self-determination ;  and  Count  Bethlen’s  fall  could  be  ex¬ 
plained  on  the  hypothesis  that  a  French  financial  accommodation,  with 
which  Hungary  found  herself  unable  to  dispense,  had  been  purchased 
at  the  price  of  a  Hungarian  political  renunciation.  At  any  rate, 
Count  Bethlen’s  resignation  portended  the  abandonment  of  the 
foreign  policy  for  wThich  he  stood;  and  thus,  in  1931,  France  was 
apparently  making  effective  use  of  her  new  financial  ascendancy — 
which  had  accrued  to  her  through  the  financial  eclipse  of  Great  Britain 
and  the  financial  embarrassment  of  the  United  States — in  order  to  re¬ 
cover  some  of  the  political  ground  which  Italy  had  won  from  her  in 
Central  and  South-Eastern  Europe  since  1926. 

In  the  course  of  August  1931  Austria,  likewise,  began  to  tread  a 
path  which  seemed  likely  to  bring  her  in  the  end  as  a  suppliant,  in 
forma  'pauperis ,  to  the  footstool  of  France.  In  Austria  the  constitu¬ 
tion  of  a  Reorganization  Committee  for  the  Credit-Anstalt  was  an¬ 
nounced  on  the  7th  August ;  but  the  principal  factor  in  the  Austrian 
financial  situation  at  the  moment  was  the  inability  of  the  Bank  of 
England  to  renew  the  interim  advance  of  150,000,000  schillings  which 
the  Austrian  National  Bank  had  received  from  the  Bank  of  England 

1  For  Count  Bethlen’s  visit  to  Rome  and  the  signature,  on  that  occasion,  of 
a  Hungaro-Italian  treaty  of  amity  and  arbitration  on  the  5th  April,  1927,  see 
the  Survey  for  1927,  pp.  156-60. 

2  See  the  Survey  for  1924,  Part  II  B,  section  (iv). 
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on  the  16th  June.  On  the  10th  August,  the  Austrian  Government 
announced  that  they  had  approached  the  League  of  Nations  for  help 
in  selling  150,000,000  schillings  of  treasury  bonds  for  the  purpose  of 
repaying  the  Bank  of  England ;  and  on  the  1 1th  the  Secretary- 
General  of  the  League  received  from  the  Austrian  Government  a  letter 
asking  the  Council  to  examine  Austria’s  economic  and  financial 
difficulties  and  to  seek  means  of  remedying  them  (a  melancholy 
return  to  the  situation  of  1922,  without  any  assurance  that  the 
League  would  be  capable  of  repeating  the  salvage-work  which  it 
had  accomplished  on  that  occasion  with  such  success).1  In  response 
to  this  appeal,  three  members  of  the  League  Secretariat  visited  Vienna 
on  the  16th-21st  August  to  make  a  preliminary  examination. 

These  experiences  of  Austria  and  Hungary  during  August  1931 
were  evidently  incidental  consequences  of  Great  Britain  s  financial 
decline  and  fall.  On  the  other  hand,  Australia,  whose  financial 
fortunes  might  have  been  expected  a  'priori  to  follow  those  of  Great 
Britain  still  more  closely,  was  moving,  this  month,  like  Germany, 
on  the  upward  grade,  as  has  been  mentioned,  by  anticipation,  above. 

On  the  1st  August,  it  was  announced  that  the  Australian  banks  had 
given  a  strong  ‘lead’  to  the  Australian  conversion  loan  operations, 
by  renewing  the  whole  amount  of  outstanding  State  and  Common¬ 
wealth  Treasury  Bills  (a  total  of  nearly  £22,000,000)  at  4  per  cent, 
instead  of  the  6  per  cent,  which  had  been  the  ruling  rate  of  interest 
previously.  In  New  South  Wales,  on  the  5th  August,  the  Upper 
House  refused  to  give  way  on  amendments  to  Mr.  Lang’s  bill  pro¬ 
viding  for  the  reduction  of  salaries  throughout  the  New  South  Wales 
Civil  Service  to  maxima  of  £500  per  annum.2  Thereupon  the  New 
South  Wales  Treasury  ordered  the  payment  of  salaries  to  public 
officials  to  be  suspended  for  the  time  being.  On  the  7th,  however,  a 
new  Salaries  Reduction  Bill,  imposing  reductions,  on  a  graduated 
scale,  on  all  salaries  of  £200  per  annum  and  upwards,  was  passed  in 
Sydney  by  both  Houses  and  was  brought  into  force  immediately. 
Thereafter,  on  the  8th  August,  the  Australian  Loan  Council  approved 
the  issue  of  £500,000  of  Treasury  Bills  to  meet  the  New  South  Wales 
Government’s  cash  requirements.  On  the  10th  August,  the  Australian 
Commonwealth  Debt  Conversion  Act  took  effect.  On  the  14th,  the 
Board  of  the  Commonwealth  Bank  decided  to  grant  the  Loan  Coun¬ 
cil’s  request  for  advances  to  cover  the  requirements — totalling  over 
£3,500,000 — of  the  State  and  Commonwealth  Governments  during  the 
current  calendar  month.  On  the  24th  August,  the  day  on  which  so 

1  See  the  Survey  for  1920-3,  Part  IY,  section  (iii),  (5),  and  the  Survey  for 
1926,  Part  II  B,  section  (iv).  2  See  p.  79,  above. 
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many  Ministers  in  Great  Britain  lost  office,  Fortune  smiled  on  the 
Treasurer  of  the  Australian  Commonwealth,  Mr.  Theodore.  A  verdict 
in  favour  of  the  Treasurer  and  his  co-defendants  in  the  Mungana 
Mines  case1  was  returned,  that  day,  by  the  jury. 

In  other  overseas  countries,  the  annals  of  August  1931  were  more 
dubious. 

In  New  Zealand,  for  example,  on  the  30th  July,  the  Budget  was 
presented  to  Parliament,  simultaneously  with  a  report  on  banking 
and  currency  in  New  Zealand  by  Sir  Otto  Niemeyer.  The  accounts 
for  the  past  financial  year  showed  a  deficit  of  £1,639,000  (due  to  a 
decline  of  £2,000,000  in  the  revenue)  on  a  revenue  of  £23,069,000 
and  an  expenditure  of  £24,708,000.  On  the  21st  August,  the  New 
Zealand  Government  accepted  a  proposal  from  the  Opposition  for 
the  convening  of  an  inter-party  conference  to  consider  the  economic 
and  financial  position. 

In  Canada,  on  the  30th  July,  the  Prime  Minister,  Mr.  Bennett , 
introduced  a  resolution  into  the  House  of  Commons  for  the  purpose 
of  empowering  the  Cabinet  to  make  essential  expenditures  for  relief 
of  destitution  during  the  coming  year. 

In  Newfoundland,  on  the  7th  August,  it  was  announced  that  the 
Government  had  decided  on  a  programme  of  retrenchment  which 
would  reduce  expenditure  during  the  current  year  by  about  $  1 ,000,000. 

In  the  United  States,  on  the  10th  August,  cotton  prices  fell,  by 
nearly  a  penny,  to  3 \d.  a  pound;  and  on  the  12th  the  Federal  Farm 
Board  telegraphed  to  the  Governors  of  fourteen  cotton-producing 
states  to  suggest  that  one  third  of  the  current  year’s  crop  should  be 
destroyed.  The  announcement  of  this  plan  evoked  strong  opposi¬ 
tion  ;  but,  in  the  same  section  of  the  United  States,  a  still  more  sweep¬ 
ing  plan  for  restricting  the  production  of  another  staple  raw  com¬ 
modity  was  imposed  by  drastic  methods.  On  the  4th  August,  the 
Governor  of  Oklahoma  established  martial  law  and  closed  over  3,000 
oil-wells  in  the  Oklahoma  City  field.  On  the  17th  August,  similar 
action  was  taken  by  the  Governor  of  Texas,  resulting  in  the  closing 
of  1,600  oil-wells  in  the  East  Texas  district.  On  the  same  day,  in  the 
City  of  Toledo,  Ohio,  about  70  per  cent,  of  the  aggregate  local  bank 
deposits  was  ‘  frozen  ’  for  an  indefinite  period  through  the  failure  of 
four  banks  to  open  their  doors.  On  the  19th  August,  President 
Hoover  appointed  Mr.  Walter  Gifford  to  set  up  and  direct  an  organiza¬ 
tion  to  co-operate  with  national,  state,  and  local  agencies  in  the  relief 
of  unemployment .  On  the  24th  August,  the  United  States  Depart¬ 
ment  of  Commerce  published  figures  showing  that  the  external  trade 
1  See  footnote  on  p.  49  and  p.  93,  above. 
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of  the  United  States  for  the  fiscal  year  ending  the  30th  June  had 
fallen  short  of  the  external  trade  in  the  preceding  fiscal  year  by 
$5,516,000,000. 

Latin  America  was  in  at  least  as  bad  a  case  as  the  English-speaking 
overseas  countries.  In  Uruguay,  on  the  31st  July,  the  National 
Administrative  Council  met  to  discuss  remedies  for  the  country’s 
financial  position ;  and  on  the  27th  August  it  received  a  message  from 
the  President  of  the  Republic  advocating  the  export  of  20,000,000 
pesos  gold  and  a  two  years’  moratorium  on  the  amortization  of  foreign 
debts.  In  Chile,  on  the  12th  August,  the  Minister  for  Finance  issued 
a  statement  of  the  estimated  revenue  and  expenditure  for  the 
remainder  of  the  year  which  showed  a  deficit  of  162,000,000  pesos; 
and  he  announced  that,  in  order  to  cover  this  deficit,  the  payment  of 
interest  on  the  foreign  debt  to  the  amount  of  109,000,000  pesos  would 
have  to  be  suspended.  On  the  19th  August,  the  Chilean  Government 
ordered  a  complete  moratorium  on  foreign  debts  for  the  remainder 
of  the  year.  In  Cuba,  during  the  same  month,  the  economic  strain 
found  vent  in  political  upheaval.  On  the  10th  August,  it  was  reported 
that  there  had  been  fighting  in  many  parts  of  the  island  between 
Government  forces  and  rebels ;  and  martial  law  was  declared  over 
the  whole  of  Cuba  next  day.  On  the  20th,  the  Cuban  Government 
announced  that  their  troops  had  defeated  a  mixed  force  of  native 
insurgents  and  foreign  filibusters.  On  the  24th  August  the  Govern¬ 
ment  of  Ecuador  resigned  in  consequence  of  the  revolt  of  a  section 
of  the  army.  On  the  26th,  it  was  reported  that  disaffection  was  still 
rife  in  the  Peruvian  army ;  and  that  in  Portugal  part  of  the  Lisbon 
garrison  had  revolted  with  the  support  of  armed  civilians,  but  had 
been  subdued. 

On  the  whole,  it  was  the  downward  movement  of  Great  Britain, 
and  not  the  upward  movement  of  Australia  and  Germany,  that 
represented,  in  August  1931,  the  general  rhythm  of  human  affairs. 

In  Spain,  for  example,  the  new  regime  introduced  by  the  bour¬ 
geois  revolution  of  the  14th  April  was  still  precarious.  The  Spanish 
Provisional  Government,  after  having  obtained  a  vote  of  confidence 
in  the  Constituent  Assembly  ( Cortes  Constituyentes )  on  the  30th  July, 
gave  'instructions  on  the  6th  August  to  the  civil  governors  of  the 
provinces  not  to  hesitate  to  use  force  in  order  to  suppress  disorders, 
in  view  of  the  strikes  and  agitation  which  had  broken  out  in  several 
parts  of  the  country.  On  the  7tli  August,  there  were  Communist 
riots  in  Madrid.  On  the  18th,  the  Government  had  to  turn  their 
attention  from  politics  to  finance  in  order  to  deal  with  the  continued 
weakness  of  the  peseta.  In  the  next  few  days,  they  had  to  turn  to 
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politics  again  in  order  to  deal  with  another  wave  of  opposition — this 
time  not  from  the  Left  but  from  the  Right.  On  the  22nd  August, 
it  was  announced  that  the  Government  had  taken  extensive  military 
and  police  measures  in  the  Basque  provinces  and  in  Navarre,  and  that 
they  had  suspended  a  number  of  Catholic  and  Nationalist  newspapers. 

In  Rumania,  on  the  10th  August,  a  private  bank  (the  Bercovitz 
Bank)  failed,  but  support  from  the  National  Bank  enabled  it  to  resume 
normal  working  on  the  14th.  On  the  same  day  a  Bank  Syndicate 
was  formed  with  the  support  of  the  Government  and  with  a  capital 
of  1,000,000,000  lei  guaranteed  by  the  Ministry  of  Finance.  In  Kenya, 
the  Budget  for  1932,  which  was  introduced  into  the  Legislature  by  the 
Governor  on  the  18th  August,  provided  for  heavy  pruning  of  expendi¬ 
ture  in  all  departments.  In  Egypt,  emergency  measures  for  balancing 
the  Budget  were  adopted  by  the  Cabinet  on  the  19th.  Even  France 
was  not  immune  from  the  universal  malady.  For  the  announcement 
that,  on  the  14th  August,  the  stock  of  gold  held  by  the  Bank  of  France 
amounted  to  frs.  58,557,000,000  was  offset  by  the  publication,  on  the 
19th,  of  the  French  trade  returns  for  the  first  seven  months  of  the 
year  1931.  These  figures  showed  a  continuous  decline  in  the  total 
volume  of  French  trade,  compared  with  the  corresponding  period  of 
the  year  1930,  and  a  continuous  increase,  in  value  and  tonnage,  of 
imports  over  exports.  On  the  other  hand,  in  India  the  political  situa¬ 
tion  remained  favourable  during  August  1931,  and  in  Burma  it 
actually  improved.  A  complete  list  of  delegates  to  the  India  Round 
Table  Conference,  and  of  representatives  of  British  India  who  had 
been  invited  to  serve  on  the  Minorities  Sub-committee  of  the  Con¬ 
ference,  was  published  on  the  4th  August.  As  for  Burma,  an  Emer¬ 
gency  Power  Ordinance,  giving  the  Government  authority  to  impose 
special  measures  for  the  protection  of  the  public  and  the  suppression 
of  rebellion,  was  promulgated  on  the  1st  August;  on  the  3rd,  the 
arrest  of  Saya  San,  the  leader  of  the  insurrection  in  the  Shan  States, 
was  reported ;  while  on  the  20th  it  was  announced  that  a  separate 
Burma  Round  Table  Conference  would  be  convened  for  November. 

In  the  field  of  international  co-operation,  some  progress  was  made 
in  August  1931,  on  the  political  side,  in  the  relations  between  the 
U.S.S.R.,  of  the  one  part,  and  two  members  of  the  dominant  Con¬ 
tinental  European  military  alliance — namely  Poland  and  France 
herself.  On  the  19th  August,  it  was  reported  from  Paris  that  negotia¬ 
tions  for  a  pact  of  non-aggression  were  in  train  between  the  French 
and  the  Soviet  Government.  On  the  23rd,  in  Moscow,  the  draft  for 
a  Polish-Soviet  non-aggression  treaty  was  presented  to  Monsieur 
Litvinov  by  the  Polish  Minister  in  Moscow. 


106  THE  WORLD  CRISIS  Parti 

On  the  financial  side,  the  implementation  of  the  Hoover  Plan  was 
completed  on  the  1 1th  August,  when  the  Committee  of  Experts  which 
had  been  appointed  to  consider  the  measures  required  to  put  the 
Plan  into  effect  held  its  last  meeting  in  London ;  and  a  final  protocol 
was  signed  on  the  same  date  at  the  Foreign  Office.  The  completeness, 
however,  of  this  tardily  attained  result  was  marred  by  the  recal¬ 
citrance  of  certain  minor  parties  in  the  nexus  of  inter-Govemmental 
indebtedness.  On  the  7th  August,  for  example,  the  Bulgarian  Govern¬ 
ment  informed  the  Secretary-General  of  the  League  of  Nations  that 
the  Greek  Government  had  not  made  on  the  31st  July  the  payments 
due  on  that  date  under  the  Kaphandaris-Molov  Agreement.1  Again, 
on  the  14th  August,  at  Washington,  it  was  announced  that  the  Jugo¬ 
slav  Government  (whose  representative  had  refrained  from  signing 
the  protocol  of  the  11th  August)  had  informed  the  Government  of 
the  United  States  that  they  could  not  agree  to  the  Hoover  Plan, 
on  the  ground  that  it  would  seriously  disturb  the  whole  economic  and 
financial  situation  of  Jugoslavia. 

In  the  economic  field,  on  the  18th  August,  it  was  reported  that  a 
meeting  of  the  representatives  of  twenty  European  states,  held  at  the 
International  Institute  of  Agriculture  in  Rome,  had  been  discussing 
the  constitution  of  an  international  short-term  credit  bank  for  farmers, 
and  had  approved  draft  agreements  for  submission  to  an  international 
conference. 

The  strangest  economic  portent  of  the  month  was  the  signature,  in 
Washington,  on  the  21st  August,  of  an  agreement  between  the  Brazil¬ 
ian  Ambassador  and  the  representatives  of  the  United  States  Federal 
Grain  Stabilization  Corporation  for  the  direct  barter  of  Brazilian 
coffee  against  United  States  wheat,  without  any  monetary  transaction 
across  the  exchanges.  It  was  also  announced,  on  the  20th  August, 
that  the  Federal  Farm  Board  had  officially  notified  the  Chinese 
Government  of  its  willingness  to  negotiate  for  the  disposal  of  surplus 
wheat  for  the  benefit  of  victims  of  the  floods  in  the  Yangtse  Valley.2 

This  destructive  outbreak  of  the  greater  of  the  two  great  rivers  of 
China — a  stream  which,  unlike  the  Hoang  Ho,  was  usually  the  friend 
of  Man  and  not  his  enemy3 — would  assuredly  have  been  taken  by  any 
observer  with  the  Ancient  Chinese  or  Ancient  Greek  outlook  as  a 
presage  of  great  tribulations  in  store  for  China  in  particular  and  for 
Mankind  as  a  whole. 

1  For  this  Graeco -Bulgarian  financial  controversy  arising  out  of  the  Hoover 
Plan,  see  pp.  91-2,  above,  and  Part  III  B,  section  (ii),  below. 

2  See  further  p.  397,  below. 

3  For  the  service  rendered  by  the  Yangtse  to  Man  as  a  channel  of  com¬ 
munication,  see  the  Survey  for  1926,  pp.  301-5. 
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Already  on  the  4th  August  the  floods  were  reported  to  be  more 
serious  than  any  ever  previously  experienced.  On  the  6th,  it  was 
reported  that  the  floods  were  causing  great  anxiety  at  Hankow,  and 
that  there  were  160,000  refugees  in  the  city.  Two-thirds  of  the 
province  of  Hunan,  with  a  population  of  10,000,000  people,  was 
believed  to  be  affected.  On  the  9th  it  was  reported  that  the  situation 
at  Hankow  had  been  greatly  aggravated  by  torrential  rains ;  and  on 
the  10th  the  flood  waters  rose,  at  this  point  on  the  river,  above  the 
record  level  of  1870.  By  the  14th,  the  floods  were  reported  to  have 
risen  still  higher ;  and  the  number  of  refugees  in  the  Wuhan  cluster 
of  cities  was  now  estimated  at  700,000.  On  the  17th,  the  floods  were 
reported  to  be  submerging  the  countryside  bordering  on  the  Yangtse 
over  a  tract  extending  for  nearly  a  thousand  miles. 

In  this  month  of  August  1931,  when  in  the  Far  East  the  Yangtse 
was  slaying  his  thousands  and  his  tens  of  thousands,  while  in  Ultima 
Thule  the  Labour  Government  and  the  pound  sterling  were  verging 
towards  their  falls,  little  notice  was  taken  of  a  statement  that  was 
issued  on  the  17th  August  by  the  Japanese  War  Office  in  Tokyo. 
According  to  this  statement,  a  Japanese  Staff  Officer,  Captain 
Nakamura,  with  three  companions,  had  been  arrested  and  murdered 
on  the  27th  June,  in  territory  under  Chinese  jurisdiction  in  Manchuria,1 
by  Chinese  soldiers  of  the  army  belonging  to  the  local  Chinese  Govern¬ 
ment  at  Mukden.  The  statement  added  that,  on  receipt  of  the  news, 
the  Japanese  Foreign  Office  had  instructed  the  Japanese  Consul- 
General  at  Mukden  to  demand  an  apology,  an  indemnity,  and  the 
punishment  of  the  murderers.  The  name  of  this  obscure  Japanese 
officer,  who,  until  his  reported  death,  was  quite  unknown  to  the  world 
at  large,  was  destined  to  be  added  to  the  tragic  roll  which  was  already 
inscribed  with  the  names  of  the  Austrian  Archduke  Franz  Ferdinand 
and  the  Italian  General  Tellini2  and  the  English  Sirdar  Sir  Lee  Stack.3 

(5)  From  the  Fall  of  the  Labour  Government  in  Great  Britain  from  Office 

on  the  24th  August,  1931,  to  the  Fall  of  the  Pound  Sterling  from  the 

Gold  Standard  on  the  20th  September,  1931. 

After,  as  before,  the  change  of  Government  at  Westminster  on  the 
24th  August,  1931, 4  Great  Britain  was  the  point  on  which  the  heaviest 

1  By  what  authority  and  on  what  quest  Captain  Nakamura  was  travelling 
(if  he  really  was  travelling  and  really  was  a  character  ‘in  real  life’  and  not  in 
fiction)  was  not  made  clear. 

2  For  the  assassination  of  General  Tellini  and  its  consequences,  see  the  Survey 
for  1920-3,  Part  III,  section  (iii)  (11). 

3  For  the  assassination  of  Sir  Lee  Stack  and  its  consequences,  see  the  Survey 

for  1925,  vol.  i,  pp.  212-25.  4  See  p.  95,  above. 
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pressure  of  the  World  Crisis  was  concentrated ;  and  under  this  pressure 
the  British  people  continued  to  give  ground,  step  by  step,  in  spite  of 
their  utmost  efforts  to  rally  and  re-form. 

On  the  25th  August,  the  membership  of  the  new  Cabinet  was 
announced ;  and  on  the  same  day  Mr.  MacDonald,  now  Prime  Minister 
once  again,  made  a  public  promise,  in  a  broadcast  address,  that  swift 
and  decisive  action  would  be  taken  in  order  to  restore  world-wide 
confidence  in  British  credit.  In  the  other  camp,  on  the  27th,  a 
counter-manifesto  was  issued  jointly  by  the  General  Council  of  the 
Trades’  Union  Congress,  the  National  Executive  Committee  of  the 
Labour  Party,  and  the  Consultative  Committee  of  the  Parliamentary 
Labour  Party,  proposing  the  mobilization  of  British  investments 
abroad,  the  suspension  of  the  Sinking  Eund  of  the  National  Debt,  the 
taxation  of  fixed-interest-bearing  securities,  and  a  reduction  of  the 
burden  of  war  debts. 

On  the  27th  August,  in  Paris,  there  was  a  meeting  between  repre¬ 
sentatives  of  the  Bank  of  England  and  the  British  Treasury  and 
representative  French  bankers ;  and  on  the  same  day,  in  New  York, 
a  conference,  which  was  understood  to  have  been  concerned  with  the 
financial  position  of  Great  Britain,  took  place  between  Mr.  Hoover, 
Mr.  Mellon,  the  Governor  of  the  Federal  Reserve  Board,  and  certain 
leading  New  York  bankers.  On  the  28th  August,  the  Treasury  in 
Whitehall  announced  that,  ‘for  the  purpose  of  strengthening  still 
further  the  exchange  position  of  sterling’,  agreements  had  been  con¬ 
cluded — this  time  not  by  the  Bank  of  England  but  by  the  Treasury 
itself — with  the  financial  authorities  in  New  York  and  in  Paris  for 
fresh  credits  to  a  total  of  £80,000,000.  These  credits  were  to  run  for 
one  year  at  4|  per  cent  interest. 

In  the  breathing-space  which  the  British  nation  thus  secured,  there 
were  further  symptoms  of  a  rally  both  in  the  public  and  in  the  private 
domain.  In  the  private  domain,  on  the  28th  August,  there  was  a 
resumption  of  negotiations  in  Lancashire  between  cotton  manufac¬ 
turers  and  weavers  on  ‘  the  more  looms  system  ’.  In  the  public  domain, 
on  the  1st  September,  the  Minister  for  Labour  in  the  new  Government 
appointed  an  advisory  committee  to  consider  and  report  on  regula¬ 
tions  to  be  made  under  the  Unemployment  Insurance  (No.  3)  Act, 
1931,  to  deal  with  anomalies.  On  the  2nd  September,  the  Cabinet 
completed  a  scheme  for  effecting  economies  in  the  public  administra¬ 
tion  and  for  balancing  the  Budget.  On  the  6th  September,  it  was 
reported  that  the  new  British  bond  issue  had  already  been  over¬ 
subscribed  in  Paris  before,  in  a  formal  sense,  the  issue  had  actually 
been  made.  On  the  8th  September,  in  the  House  of  Commons  at 
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Westminster,  the  Government  received  a  vote  of  confidence  (by  309 
votes  to  250) ;  and  on  the  9th  the  Government’s  National  Economy 
Bill — authorizing  the  issue  of  Orders  in  Council  to  effect  economies 
estimated  at  £70,000,000 — was  formally  presented  to  the  House. 
On  the  same  date  a  report  on  the  financial  situation  in  Great  Britain 
in  August  1931,  suggesting  monetary  devaluation  as  a  remedy,  was 
presented  by  the  General  Council  of  the  Trades’  Union  Congress  to 
a  delegates’  conference  at  Bristol. 

On  the  10th  September,  a  supplementary  Budget  was  introduced 
into  the  House  of  Commons  at  Westminster  by  Mr.  Snowden,  who 
was  the  Chancellor  of  the  Exchequer  in  the  new  Government  as  he 
had  been  in  its  predecessor.  Partly  by  economies  and  partly  by  new 
taxation,  the  Chancellor  made  provision  for  balancing  the  Budget  in 
the  coming  year  1932-3  as  well  as  in  the  current  year  1931-2,  with 
an  estimated  surplus  of  about  £1,500,000  in  either  year.  These 
surpluses  were  calculated  to  remain  in  hand  after  the  provision,  in 
either  year,  of  approximately  £32,500,000  out  of  revenue  for  amortiza¬ 
tion  of  debt,  and  after  charging  against  revenue  the  deficits  of  the 
Unemployment  Insurance  Fund  and  the  Road  Fund  which  had 
previously  been  met  by  borrowing.  On  the  14th  the  House,  by  310 
votes  to  253,  gave  a  second  reading  to  the  Economy  Bill ;  and  on  the 
same  date  it  was  announced  that  the  Prime  Minister  had  set  up  a 
committee  of  the  Cabinet  to  consider  the  question  of  the  balance  of 
national  trade  and  how  the  balance  could  best  be  restored.  On  the 
15th,  the  House  of  Commons  passed  the  outstanding  Budget  resolu¬ 
tion  without  a  division — thus  confirming  its  approval  of  the  Govern¬ 
ment’s  scheme  of  fresh  taxation  in  principle. 

Up  to  this  point,  the  British  rally,  which  had  begun  with  the  first 
meeting  of  the  late  Government’s  Economy  Committee  on  the  12th 
August,  had  proceeded  without  a  set-back ;  but  the  new  British  front 
in  the  world -wide  battle  against  the  World  Crisis  had  no  sooner  been 
formed  than  it  broke. 

On  the  15th  September,  1931,  the  very  day  on  which  the  supple¬ 
mentary  Budget  had  passed  without  a  division  in  the  House  of 
Commons  at  Westminster,  the  Admiralty  in  Whitehall  let  it  be  known 
that  the  promulgation  of  reduced  rates  of  naval  pay  had  led  to  unrest 
among  the  lower  ratings  of  the  Atlantic  fleet  and  that  the  autumn 
exercises  were  being  temporarily  suspended  while  representations  of 
hardship  were  being  investigated.  On  the  16th,  the  ships  of  the 
Atlantic  fleet  left  Invergordon  for  their  home  ports  pending  investiga¬ 
tion  of  complaints.  This  insubordination  in  the  British  navy  gave 
a  shock  to  public  feeling  and  opinion  in  Great  Britain,  and  a  still 
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greater  shock  abroad.  In  British  minds,  for  more  than  two  centuries 
past,  the  British  navy  had  been  the  symbol  of  Great  Britain  s  charac¬ 
ter  and  fortune:  her  strength,  her  courage,  her  energy,  her  efficiency, 
and  the  ubiquity  of  her  presence  in  all  the  navigable  seas  of  the  world 
as  a  Great  Power  who  was  apt  to  be  ranged,  in  her  people  s  self- 
righteous  but  not  hypocritical  estimation,  ‘  on  the  side  of  the  angels  . 
As  lately  as  the  21st  January,  1930,  at  the  opening  of  the  Five-Power 
Naval  Conference  in  London,  the  British  statesman  who  was  Prime 
Minister  in  the  United  Kingdom  both  then  and  in  September  1931 
had  summed  up  the  relation  between  the  British  navy  and  the 
British  people  in  four  words :  ‘  Our  navy  is  us  ’J  And  in  this  September 
these  words,  uttered  less  than  two  years  before,  were  not  forgotten 
by  the  world.  Indeed,  the  world  had  long  accepted  the  British  view 
of  the  special  role  of  the  British  navy  in  the  life  of  the  British  nation ; 
and,  on  this  account,  the  news  made  public  by  the  British  Admiralty 
on  the  15th  September,  1931,  caused  a  greater  sensation  throughout 
the  world  than  would  have  been  produced  if  any  other  navy  than  the 
British  had  been  in  question.  The  sensation  was  heightened  outside 
Great  Britain  itself  because  foreign  observers — inevitably,  though 
inaccurately — misconstrued  an  organized  movement  of  insubordina¬ 
tion  which  really  resembled  an  industrial  strike  into  a  revolutionary 
outbreak  of  the  kind  which,  in  the  Russian  fleet,  had  precipitated  the 
Russian  Communist  Revolution  of  1917  and  in  the  German  fleet  the 
German  Revolution  of  the  following  year.  How  far  the  impression 
which  the  British  navy’s  insubordination  created  at  home  and  abroad 
was  warranted  by  the  facts  might  be  difficult  to  ascertain ;  but  for 
the  student  of  international  affairs  the  material  facts  are  the  impres¬ 
sion  itself  and  its  consequences  ;  and  both  these  facts  are  well  estab¬ 
lished.  The  impression  was  profound  and  its  consequences  were 
serious.  The  news  of  the  insubordination  in  the  Atlantic  fleet  gave 
the  pound  sterling — which  was  already  balancing  dizzily  ‘on  the 
razor’s  edge  ’ — the  last  rude  blow  that  drove  it,  crashing,  off  the  Gold 
Standard.  The  Admiralty  made  its  news  public  on  the  15th  Septem¬ 
ber.  Five  days  later,  on  Sunday  the  20th  September,  1931 — an  historic 
date  in  the  annals,  not  only  of  Great  Britain,  but  of  ‘  the  Great  Society  ’ 
to  which  she  belonged — His  Britannic  Majesty’s  Government  in  Great 
Britain  announced  that  they  had  decided,  after  consultation  with  the 
Bank  of  England,  to  suspend  the  export  of  gold  for  the  time  being.2 
On  Monday  the  21st  September  a  measure  for  the  temporary  amend¬ 
ment  of  the  Gold  Standard  Act  of  1925  passed  both  Houses  of 
Parliament  at  Westminster  and  received  the  Royal  Assent;  and 

1  See  the  Survey  for  1930,  p.  37,  footnote  1.  2  See  pp.  223-4  below. 
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simultaneously  the  bank  rate  was  raised  from  4|  per  cent,  to  6  per 
cent.1  On  the  same  day  the  Prime  Minister  announced  in  the  House 
of  Commons  that  the  reductions  in  the  pay  of  the  teachers,  the  police, 
and  the  defence  forces  would  be  limited  to  10  per  cent.  In  a  statement 
broadcast  that  evening,  the  Chancellor  of  the  Exchequer  declared 
that,  thanks  to  the  provision  for  balancing  fhe  Budget  that  had 
already  been  made,  the  financial  position  of  the  country  was  quite 
sound  and  that  the  pound  would  not  go  the  way  of  the  mark  or  even 
the  way  of  the  franc. 

The  fall  of  the  pound  sterling  from  the  Gold  Standard  shook  the 
whole  financial  and  economic  fabric  of  the  contemporary  world.  Its 
wide-spread  and  shattering  repercussions  are  surveyed  below ;  but 
before  entering  upon  this  survey  of  the  world- wide  effect  of  the  crash 
when  it  came,  we  have  still  to  take  note  of  the  convergences  and 
divergences  in  the  flow  of  events  in  other  countries  on  the  eve  of  this 
convulsion  in  the  country  which,  till  that  moment,  had  been  the 
financial  centre  of  the  Modern  World. 

Among  the  divergences,  there  is  a  certain  piquancy  in  the  contrast, 
during  this  month  of  September  1931,  between  British  and  Chilean 
naval  history.  It  has  been  recorded  already  that  the  Chilean,  like  the 
British,  Government  had  begun  to  wrestle  with  their  financial 
difficulties  on  the  12th  August2 ;  and,  like  the  British  Government 
again,  the  Chilean  Government  included  among  their  measures  of 
public  economy  a  reduction  in  the  scale  of  remuneration  of  the  public 
services.  The  proposed  reductions  in  the  pay  of  the  Chilean  navy 
evoked  no  mere  pacific  strike  but  a  violent  revolt.  On  the  1st  Septem¬ 
ber,  1931,  in  the  Chilean  fleet  anchored  off  Coquimbo,  the  crews 
mutinied  and  forced  their  officers  to  sign  an  ultimatum  addressed  to 
the  Government  in  which  the  proposed  reductions  in  pay  were 
rejected.  When  the  Chilean  Cabinet  met  in  Santiago  to  consider  the 
situation,  one  Minister  proposed  that  they  should  demand  an  un¬ 
conditional  surrender  on  the  mutinous  sailors’  part,  with  the  alterna¬ 
tive  of  a  bombardment  of  the  fleet  from  the  air.  An  absence  of 
agreement  over  this  proposal  caused  the  Government  to  resign  on 
the  3rd  September ;  but  the  drastic  policy  prevailed,  and  on  the  same 

1  On  this  point,  the  writer  of  this  Survey  has  received  the  following  com¬ 
ment  from  a  distinguished  economist  who  happened  to  be  particularly  well 
placed  for  observing  the  effects  which  the  departure  of  Great  Britain  from  the 
Gold  Standard  produced  abroad :  ‘  It  will  be  long  before  the  foreigner  will  forget 
that  we  went  off  gold  at  4\  per  cent.  It  is  true,  I  think,  that  an  increase 
of  the  rate  would  have  had  no  practical  result  as  such,  but  it  would  have  given 
the  impression  that  we  were  trying ;  and  we  had  preached  high  discount  rates 
in  case  of  a  drain  on  currency  all  over  the  Continent.’ 

2  See  p.  104,  above. 
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day  a  new  Government  took  office  to  carry  it  out.  On  the  4th,  martial 
law  was  declared  in  Santiago  and  on  the  Gth  throughout  Chile.  On  the 
latter  day,  there  was  severe  fighting  on  land  between  loyal  troops  and 
naval  mutineers,  who  had  seized  the  forts  of  Talcahuano,  and  the 
mutineers  were  defeated.  On  the  same  day  the  contumacious  fleet 
at  Coquimbo  was  bombed  from  the  air  according  to  plan.  The 
unconditional  surrender  of  the  Chilean  fleet  to  the  Chilean  Govern¬ 
ment  was  announced  on  the  7th. 

While  the  Chileans  were  dealing  in  this  draconian  fashion  with  their 
naval  troubles,  the  unrest  which  had  been  astir  during  August  in 
other  Latin-American  countries  and  in  Spain  continued  during 
September.  On  the  5th  September,  at  the  moment  when  the  Chilean 
navy  was  in  revolt,  an  abortive  rising  was  reported  in  Brazil  and  an 
abortive  plot  against  the  life  of  the  President  of  the  Republic  in 
Argentina.  In  Spain,  there  were  strikes  and  riots  at  Saragossa  on  the 
31st  August  and  1st  September,  and  there  was  a  general  strike, 
accompanied  by  serious  disturbances,  at  Barcelona  from  the  3rd  to 
the  6th.  On  the  8th  September,  the  Spanish  Minister  for  Finance  sent 
an  order  to  the  banks  instructing  them  that  in  future  Spanish  nationals 
were  not  to  be  allowed  to  have  accounts  in  foreign  currencies. 

Conversely,  in  Australia  and  in  Germany,  there  was  a  maintenance 
of  the  improvement  which  had  set  in  during  August. 

In  Australia,  on  the  28th  August,  the  Premier  of  New  South  Wales, 
Mr.  Lang,  presented  a  State  Budget  which  provided  for  the  reduction 
of  adjustable  expenditure  by  over  £8,000,000  as  compared  with  the 
accounts  for  the  year  1929-30.  On  the  30th  August,  the  Australian 
Labour  Party  Conference  passed  a  resolution  accepting  the  Common¬ 
wealth  Premier  Mr.  Scullin’s  policy  of  reducing  wages  and  pensions 
as  being  in  the  circumstances  a  necessity.  On  the  31st,  the  Australian 
Conversion  Loan  campaign  ended  satisfactorily  with  a  voluntary 
acceptance  of  conversion  on  the  part  of  holders  of  97  per  cent,  of  the 
total  stock  on  which  conversion  was  asked  for.  On  the  1st  September, 
the  Australian  Loan  Council  passed  a  resolution  appealing  to  the 
dissentient  holders  of  the  unconverted  residue,  which  amounted  to 
£17,500,000,  to  reconsider  their  decision ;  and  on  the  4th  the  Australian 
Premiers’  Conference  decided  to  subject  the  dissentients  to  compul¬ 
sion.  On  the  preceding  day  (the  3rd),  the  Conference  had  learnt  that 
the  total  deficits  of  the  States  would  exceed  the  estimates  of  the 
preceding  June  by  £3,000,000,  and  the  Premiers  had  decided  on 
further  economies  estimated  to  save  £2,000,000,  in  the  expectation 
that  accommodation  for  another  £1,000,000  would  be  given  by  the 
banks.  On  the  4th,  the  Conference  was  informed  officially  by  repre- 
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sentatives  of  the  Commonwealth  Bank  and  the  trading  banks  that  the 
banks  would  be  unable  to  finance  deficits  in  the  public  accounts 
beyond  a  total  of  £16,000,000;  and  on  the  7th  September  the 
Commonwealth  Bank  informed  the  Conference  that  it  could  not  make 
available  more  than  £1,000,000  (in  addition  to  £1,500,000  already 
granted)  for  expenditure  on  unemployment  relief  works.  On  the  17th, 
in  reply  to  a  request  from  the  Premiers’  Conference  for  financial  help, 
the  Commonwealth  Bank  and  the  trading  banks  offered  to  provide 
funds  to  finance  Budget  deficits  and  existing  loan  works  and  to  assist 
wheat-growers,  but  refused  to  provide  additional  money  for  new  loan 
works  during  the  next  six  months. 

Meanwhile,  in  Germany,  on  the  26th  August,  President  Hindenburg 
had  signed  a  decree  delegating  to  the  seventeen  State  Governments 
the  emergency  powers  of  Article  48  of  the  Constitution  of  the  Reich, 
in  order  that  they  might  take,  by  decree,  the  measures  necessary  for 
balancing  State  and  Municipal  Budgets.  On  the  3rd  September,  the 
German  stock  exchanges  reopened  for  cash  transactions  at  fixed 
official  rates.  The  German  trade  returns  for  August,  which  were 
published  on  the  15th  September,  showed  a  surplus  of  exports  which 
was  the  highest  shown  in  any  monthly  return  since  the  War.  On  the 
15th,  it  was  reported  that  the  Prussian  Government  had  issued  a 
decree  ordering  retrenchments  in  the  Prussian  public  services  which 
were  estimated  to  save  £5,000,000.  On  the  9th  September,  ‘the 
Standstill  Agreement’  providing  for  a  six -months’  extension  of  the 
short-term  credits  outstanding,  which  had  been  drawn  up  at  Basle 
in  August,1  was  signed  on  behalf  of  the  German  banks,  and  on  the 
14th  the  agreement  was  signed  by  the  representatives  of  the  Dutch 
and  British  financial  institutions  concerned.  On  the  16th  September, 
the  committee  representing  banking  institutions  in  the  United  States 
which  had  short-term  credits  laid  out  in  Germany  instructed  Mr. 
Wiggin  (the  American  representative  on  the  International  Bankers’ 
Committee)  to  accept  the  agreement.  Thereupon,  the  agreement 
came  into  force  for  a  six  months’  period  running  from  the  1st  Sep¬ 
tember. 

The  month  of  September  also  saw  a  denouement  of  the  inter¬ 
national  complication  which  had  been  produced  by  the  Austro- 
German  Customs  Union  Plan.  On  the  2nd  September  it  was  reported 
that  negotiations  had  been  in  progress  between  Dr.  Schober  (Austria), 
Dr.  Curtius  (Germany)  and  Monsieur  Francois -Poncet  (France)  with 
a  view  to  arriving  at  an  amicable  settlement ;  and  that  Dr.  Schober 
now  desired  to  withdraw  the  proposal  in  view  of  Austria’s  urgent  need 

1  See  p.  100,  above. 
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for  money.  On  the  3rd,  the  Austrian  Foreign  Minister  announced  at 
Geneva,  at  a  meeting  of  the  Commission  for  European  Union,  that 
Austria  had  decided,  in  agreement  with  Germany,  that  she  ‘would 
pursue’  the  plan  ‘no  further’.  On  the  5th  September,  after  this 
political  renunciation  at  Geneva,  the  legal  side  of  the  question  was 
disposed  of  at  The  Hague,  when,  by  eight  votes  to  seven,  the  Perma¬ 
nent  Court  of  International  Justice  rendered  the  opinion  that  the  plan 
was  not  compatible  with  the  First  Geneva  Protocol  of  the  4th  October, 
1922,  which  Austria  had  accepted  as  part  of  the  League  of  Nations 
scheme  of  Austrian  financial  reconstruction.1 

In  Germany,  this  denouement  was  unavowedly  but  unmistakably 
accepted  with  relief  as  a  release  from  an  untenable  position  in  which 
Germany,  with  no  remaining  expectation  of  benefit,  was  merely 
finding  herself  in  an  aggravatedly  difficult  posture  for  carrying  on 
her  day-to-day  economic  struggle  for  national  existence.  The  failure 
of  the  plan  evoked  an  outburst  on  the  4th  September,  in  the  Reichstag 
Committee  of  Procedure,  from  the  spokesman  of  Herr  Hugenberg’s 
Party ;  and  it  led  to  the  fall  of  Dr.  Curtius,  who  found  himself  com¬ 
pelled  to  resign  on  the  6th  October  ;  but  a  failure  which  brought  this 
personal  reverse  upon  the  particular  German  statesman  who  bore  the 
main  responsibility  for  the  abortive  enterprise  was  not  a  serious  matter 
for  Germany  herself,  compared  to  the  other  blows  which  she  had  been 
receiving ;  and  such  feeling  as  it  aroused  did  not  make  it  impossible 
for  the  Government  of  the  Reich  to  present,  on  the  12th  September, 
an  invitation,  which  was  duly  accepted  on  the  same  day,  for  MM. 
Laval  and  Briand  to  visit  Berlin.  On  the  other  hand,  the  failure  of 
the  customs  union  plan  was  a  tragedy  for  Austria,  who  found  herself 
once  again,  as  she  had  found  herself  ten  years  earlier  on  the  morrow 
of  the  War,  incapable  of  standing  alone  under  the  preposterous  condi¬ 
tion0  of  post-war  Europe,  and  who  saw  the  outlet  offered  by  associa¬ 
tion  with  Germany  now  closed  to  her,  without  any  alternative  outlet 
being  thrown  open. 

On  the  4th  September,  the  request  for  assistance  which  the 
Austrian  Government  had  made  to  the  League  of  Nations2  was 
referred  by  the  Council  to  the  Financial  Committee.  On  the  13th,  the 
General  Committee  of  the  Austrian  National  Assembly  agreed 
unanimously  to  acquiesce  in  all  the  demands  which  the  League  of 
Nations  might  make  as  conditions  for  the  grant  of  financial  assistance. 
On  the  17th  September  the  Financial  Committee  completed  its 
examination  of  Austria’s  application,  and  recommended  the  provision 
of  a  loan  of  £7,100,000,  on  condition  that  the  Austrian  Government 

1  See  the  Survey  for  1920-3,  p.  323.  2  See  p.  102,  above. 
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should  make  all  possible  economies,  should  reorganize  the  banking 
laws,  and  should  accept  financial  control  by  a  League  Adviser.  The 
acuteness  of  the  distress  in  Austria  at  this  moment  was  revealed  by 
a  Putsch  (a  sign  of  the  times,  in  spite  of  its  being  abortive)  which  broke 
out  and  came  to  nothing — all  within  twenty-four  hours — on  the 
13th  September  in  Styria  and  Upper  Austria. 

In  Hungary,  during  September,  the  strain  was  almost,  but  not 
quite,  as  severe.  On  the  27th  August,  the  new  Prime  Minister,  Count 
Julius  Karolyi,  made  a  statement  of  policy  to  the  Chamber  of 
Deputies  at  Budapest,  in  which  he  submitted  that  they  should  con¬ 
centrate  their  efforts  on  economy,  on  the  maintenance  of  internal 
order,  and  on  the  development  of  good  relations  with  their  neighbours 
— a  programme  which  had  rather  the  appearance  of  being  made  to 
order  on  a  French  pattern  than  of  being  conceived  in  a  natural 
Hungarian  vein.  On  the  7th  September,  an  urgent  appeal  from  the 
Hungarian  Government  for  financial  assistance  was  referred  to  the 
Financial  Committee  of  the  League  of  Nations  by  the  Council. 

The  month  of  September  saw  little  change,  again,  either  in  the 
political  news  from  India,  which  continued  to  be  favourable,  or  in 
the  economic  and  financial  news  from  North  America,  which  was  still 
melancholy  reading. 

In  India,  on  the  27th  August,  an  agreement  on  the  question  of  the 
Delhi  Pact,  which  had  been  concluded  between  the  Viceroy  and 
Mr.  Gandhi  individually  on  the  3rd  March,1  was  arrived  at  between 
the  Government  of  India  and  the  Indian  National  Congress ;  and  on 
the  29th  Mr.  Gandhi  sailed  from  Bombay  for  England  in  order  to 
take  part  in  the  Round  Table  Conference  in  London.  The  Conference 
entered  upon  the  work  of  its  second  session  on  the  7th  September, 
when  the  enlarged  Federal  Structure  Committee  held  its  first 
meeting. 

In  the  United  States,  proposals  for  unemployment  relief  involving 
an  increase  of  50  per  cent,  in  State  taxation  on  all  taxable  incomes 
were  laid  before  the  Legislature  of  New  York  State  on  the  28th 
August ;  while  an  attempt  to  cope  with  the  Federal  financial  situation 
without  increasing  Federal  taxation  was  heralded  in  an  announce¬ 
ment — made  by  the  United  States  Treasury  on  the  30th  August — of 
a  forthcoming  issue  of  Federal  long-term  bonds  totalling  $  1 , 100,000,000. 
Meanwhile,  bank  failures  continued  apace  (nine  were  reported  from 
the  State  of  Arkansas  on  the  2nd  September).  In  these  circumstances, 
there  was  some  irony  in  the  fact  that,  by  the  4th  September,  the  stock 
of  gold  in  the  United  States  had  been  increasing  since  the  beginning 

1  See  p.  41,  above. 
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of  the  year  at  the  rate  of  just  under  $100,000,000  a  month  until  it  had 
now  reached  a  total  of  nearly  $5,000,000,000.  On  the  8th  September, 
Mr.  Stimson  had  an  interview  with  President  Hoover  at  Washington 
upon  the  Secretary  of  State’s  return  from  his  visit  to  Europe.  On  the 
14th,  it  was  reported  from  Washington  that  United  States  bankers 
were  urging  the  President  to  declare  a  four  or  five  years’  moratorium 
on  the  discharge  of  inter-Govemmental  debts  as  a  means  of  dealing 
with  the  financial  crisis.  It  was  reported  further  from  the  same  quarter 
next  day  that  the  bankers  were  urging  additional  measures,  including 
‘regulated  inflation  ’,  and  an  amendment  of  the  Volstead  Act.  On  the 
16th  September,  it  was  reported  that  the  President  did  not  intend  to 
make  any  move  in  the  direction  of  an  extended  moratorium — at  any 
rate  until  the  one-year  Hoover  Plan  should  have  been  ratified  by 
Congress.  Thus  the  Administration  at  Washington  relapsed  into 
inactivity  while  the  march  of  events  went  inexorably  on.  On  the 
17th  September  figures  were  published  which  showed  that  during 
August,  for  the  first  time  since  1926,  there  had  been  an  adverse 
balance  in  the  visible  items  of  United  States  foreign  trade. 

At  Ottawa,  on  the  4th  September,  the  Canadian  Minister  for 
Labour  announced  that  the  number  of  unemployed  in  Canada  now 
exceeded  520,000.  (The  actual  figure,  including  destitute  farm¬ 
workers,  was  probably  nearer  one  million  than  half  a  million.)  On  the 
other  side  of  the  Canadian  account,  it  was  reported  on  the  13th  Sep¬ 
tember  that  the  first  $25,000,000  tranche  of  the  Canadian  National 
Railways  Loan  had  been  heavily  over-subscribed — an  outcome 
which  was  an  expression  of  the  confidence  of  investors  in  Canada’s 
financial  stability. 

There  were  further  signs  in  September  that  the  pressure  of  the 
World  Crisis  was  at  last  beginning  to  make  itself  felt  locally  in 
France.  On  the  31st  August,  for  example,  it  was  reported  from  Paris 
that,  in  consequence  of  the  shrinkage  in  the  public  revenues,  the 
deficit  which  would  have  to  be  made  up  if  the  Budget  for  the  next 
financial  year  was  to  balance  would  be  about  6,000,000,000  francs. 
On  the  8th  September,  the  French  Ministry  of  Agriculture  announced 
that,  owing  to  heavy  rams  and  lack  of  sunshine,  the  hope  of  a  French 
harvest  large  enough  to  render  importations  of  cereals  into  France 
unnecessary  would  not  be  realized  and  that  about  17,500,000  bushels 
of  grain  would  have  to  be  imported  from  abroad.  This  was  a  serious 
blow  for  France,  while  it  was  a  moderate  windfall  for  the  grain- 
growers  of  Central  and  Eastern  Europe  and  of  the  overseas  world 
who  had  so  long  been  looking  in  vain  for  some  vent  for  their  bursting 
barns . 
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If  these  symptoms  in  France  were  to  be  read  as  signs  of  the  times, 
it  was  still  more  portentous  to  see  the  Low  Countries  apparently 
beginning  to  travel  the  same  downhill  road  as  Great  Britain,  and  the 
Scandinavian  countries  keeping  pace  with  Great  Britain  on  the  same 
road  neck-and-neck. 

The  increase  of  unemployment  in  Belgium  was  reported  on  the  9th 
September  to  be  exhausting  the  Emergency  Fund,  the  calls  on  which 
had  not  been  expected  to  exceed  400,000,000  francs.  In  the  Nether¬ 
lands — a  country  in  which  the  tradition  of  Free  Trade  was  only  less 
strong,  and  the  practice  of  it  only  less  thoroughgoing,  than  in  Great 
Britain  itself — a  bill  to  confer  full  powers  upon  the  Cabinet  for  taking 
measures  against  the  ‘  dumping  ’  of  foreign  goods  was  introduced  into 
the  Second  Chamber  on  the  12th  September.  The  Netherlands  Budget 
for  1932,  w'hich  was  published  on  the  16th  September,  indicated  a 
deficit  of  between  £4,000,000  and  £6, 000,0004  In  Scandinavia,  there 
was  a  panic  on  the  Stockholm  Bourse  on  the  29th  August  which 
resulted  in  a  disastrous  fall  in  values. 

In  the  international  field,  there  was  a  certain  air  of  unreality  about 
the  procedure  for  the  implementation  of  ‘the  Briand  Plan’  for 
European  Union,  which  went  through  its  official  motions  almost 
automatically  without  offering  any  feasible  alternative  to  Austria  in 
lieu  of  the  vetoed  customs  union  plan,  or  indeed  any  prospect  to  any 
other  distressful  European  country  of  finding  practical  remedies  for 
practical  ills.  The  Economic  Experts’  Committee  appointed  by  the 
Commission  of  Inquiry  for  European  Union  held  its  second  session 
at  Geneva  on  the  24th-29th  September  and  adopted  a  report. 
Another  committee,  appointed  by  the  Commission  to  consider  what 
steps  the  League  of  Nations  could  take  to  facilitate  the  issue  of 
loans  of  an  international  character  to  Governments,  met  at  Geneva 
on  the  24th-26th  August.  The  Co-ordination  Committee  of  the  Com¬ 
mission  likewise  met  at  Geneva  on  the  31st  August- 2nd  September 
and  adopted  a  report.  The  Commission  itself  met  for  its  fourth  session 
on  the  3rd-5th  September,  and  decided  to  ask  the  League  Assembly 
to  sanction  the  appointment  of  another  special  committee  to  examine 
a  proposal  for  an  Economic  Pact  of  Non -Aggression  which  had  been 
made  by  Monsieur  Litvinov. 

Meanwhile,  efforts  were  continuing  for  the  improvement  of  re¬ 
lations,  both  political  and  economic,  between  the  U.S.S.R.  and 
individual  European  countries.  On  the  28th  August,  Monsieur 

1  This  deficit  was  largely  due  to  the  financial  plight  of  Netherlands  India, 
which  was  at  this  time  in  the  same  economic  adversity  as  other  tropical  raw- 
material-producing  countries. 
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Litvinov  broke  a  journey  to  Geneva  in  Berlin  in  order  to  discuss  the 
current  negotiations  for  a  Franco -Soviet  Pact1  with  Dr.  Curtius. 
On  the  economic  side,  it  was  reported  in  the  German  press  on  the 
2nd  September  that  the  Reichsbank,  after  negotiations  with  a 
syndicate  formed  in  order  to  arrange  the  financing  of  Soviet  orders, 
had  agreed  to  re -discount  Soviet  bills  for  deliveries  of  industrial 
products  to  an  amount  which  was  expected  to  total  not  less  than 
150,000,000  marks. 

Fresh  efforts  for  wrestling  with  the  World  Crisis  were  also  made  in 
September  by  the  League  of  Nations.  On  the  7th  September,  at  the 
opening  meeting  of  the  Twelfth  Session  of  the  Assembly  at  Geneva, 
the  President,  Monsieur  Titulescu,  made  a  strong  appeal  for  action 
by  the  League  in  this  field.  On  the  same  day,  the  Council  discussed 
the  situation  created  by  the  Greek  Government’s  refusal  to  continue 
payments  to  Bulgaria  in  view  of  the  cessation  of  Bulgarian  reparation 
payments  to  Greece,  among  other  countries,  under  the  Hoover 
Plan.2 

Meanwhile,  the  approach  of  the  World  Disarmament  Conference, 
which  was  due  to  meet  at  Geneva  on  the  2nd  February,  1932,  began 
to  make  itself  felt  in  September  1931  in  fresh  efforts  to  prepare  the 
ground.  In  these  efforts,  the  initiative  was  taken  by  France  and 
Italy,  while  the  English-speaking  Powers,  which  had  many  times 
taken  the  initiative  at  earlier  stages,  were  now  apparently  supine. 
At  Washington,  on  the  4th  September,  a  dementi  was  given  to  a 
report  that  the  British  Government  had  been  in  communication 
with  the  United  States  Government  on  the  subject  of  a  one-year 
naval  building  holiday — though,  in  view  of  the  rising  deficit  in  the 
United  States  public  accounts,  some  modification  of  the  United 
States  naval  building  programme  was  reported  to  be  under  discussion 
at  the  same  time.  On  the  other  hand,  on  the  1st  September,  the 
suspended  Franco-Italian  naval  negotiations,  which  were  the  after- 
math  of  the  London  Naval  Conference  of  1930, 3  were  reported  to  have 
been  re-animated  by  the  presentation  of  a  new  French  memorandum 
to  the  Italian  and  British  Governments.  Unhappily,  before  the 
month  was  out,  these  new  hopes  of  a  Franco-Italian  naval  agreement, 
in  completion  of  the  Anglo-Japanese-American  agreement  which  had 
been  successfully  attained  in  1930,  were  condemned  to  disappoint¬ 
ment.  In  a  communique  on  the  naval  negotiations  which  was  issued 
on  the  20th  September  by  the  Italian  delegation  to  the  Assembly  of 

1  See  p.  105,  above. 

2  See  p.  106,  above,  and  Part  III,  section  (ii),  below. 

3  See  the  Survey  for  1930,  Part  I,  section  (ii). 
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the  League  of  Nations,  it  was  stated  that  there  was  little  probability 
of  the  revived  negotiations  issuing  in  any  practical  outcome,  since  the 
latest  French  proposal  still  diverged  considerably  from  the  Anglo- 
Franco-Italian  naval  arrangement  which  had  been  concluded  (only 
to  be  undone  again)  on  the  1st  March.1 

Meanwhile,  the  Italian  Government  had  taken  an  initiative  of  their 
own,  in  the  direction  of  disarmament,  on  a  wider  front.  On  the  8th 
September,  in  the  League  Assembly  at  Geneva,  the  Italian  Minister 
for  Foreign  Affairs,  Signor  Grandi,  proposed  that  ‘  a  real  and  effective 
truce  of  armaments '  should  be  observed  for  a  period  which  should  last 
at  least  until  the  end  of  the  forthcoming  Disarmament  Conference. 
This  Italian  proposal  was  further  defined  on  the  21st  September  by 
General  de  Marinis  in  the  Third  Committee  of  the  Assembly ;  and  on 
the  29th  September  a  resolution  recommending  an  armaments  truce 
to  last  for  one  year  was  adopted  by  the  Twelfth  Assembly  at  its  final 
plenary  meeting. 

These  Italian  efforts  were  prompted,  no  doubt,  in  part,  by  financial 
embarrassments.  On  the  25th  August,  for  example,  it  had  been 
announced  in  Rome  that,  in  order  to  cope  with  unemployment  in 
Italy,  various  public  works  which  would  absorb  100,000  workmen 
had  been  provided  for  by  the  allocation  of  a  sum  of  857,000,000  lire. 
It  may  be  remarked,  however,  that  Italy’s  financial  difficulties  at 
the  time,  though  greater  than  those  of  France,  were  certainly  not 
above  the  current  average  on  a  world-wide  range ;  and  it  may  also 
be  observed  that  the  Italian  armaments  truce  proposal  was  in  line 
with  the  general  policy  which  the  Italian  Government  had  been 
steadily  pursuing  ever  since  the  first  enunciation  of  this  policy  by 
Signor  Mussolini  himself  on  the  5th  June,  1928. 2  In  view  of  these 
facts,  Italian  statesmanship  must  be  given  credit  for  preserving  a 
breadth  of  outlook  in  a  time  of  stress  which  was  an  uncommon  quality 
in  the  international  statesmanship  of  this  year. 

In  September,  as  in  August,  1931,  the  major  catastrophes  in  human 
affairs  were  preceded  by  natural  signs  and  portents.  In  the  British 
Empire,  the  fall  of  the  pound  sterling  from  the  Gold  Standard  on  the 
20th  September  was  preceded  by  a  hurricane,  inflicting  heavy  loss  of 
life,  which  swept  over  the  little  British  colony  of  Honduras,  in 
Central  America,  on  the  1 1th.  As  for  the  floods  in  China,  it  was  stated 
officially  in  Nanking  on  the  14th  September  that  the  number  of 
victims  throughout  the  country  had  reached  a  total  of  80,000,000 — 

1  See  p.  30,  above,  and  Part  II,  section  (iv),  below. 

2  Text  in  Documents  on  International  Affairs,  1928.  See  also  the  Survey 
for  1928,  pp.  149-52,  and  tlie  Survey  for  1930,  Part  I,  section  (i). 
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a  number  approximately  equal  to  the  combined  contemporary 
populations  of  the  United  Kingdom  and  France.  It  may  be  suspected 
that  a  Chinese  observer,  even  of  an  outwardly  ‘Westernized’  cast  of 
mind,  would  have  felt  an  inclination  to  interpret  this  natural  calamity 
in  the  superstitious  vein  of  a  Herodotus  or  a  Livy  rather  than  in 
the  sceptical  spirit  of  a  Gibbon  or  a  Renan.  Observing  that  the 
murderous  tornado  in  British  Honduras  was  utterly  dwarfed,  in  the 
scale  of  its  devastation,  by  the  murderous  inundation  in  the  Yangtse 
Valley,  he  might  have  been  moved  to  prophesy  that  the  world-wide 
shock  administered  to  Human  Society  by  the  fall  of  the  pound  ster¬ 
ling  in  London  in  1931  was  destined  to  be  dwarfed  in  like  measure 
in  1932  by  the  effects  of  the  Sino- Japanese  conflict  in  the  Far 
East. 

On  the  7th  September,  1931,  it  was  reported  from  Tokyo  that  the 
delay  of  the  regional  Chinese  Government  in  Mukden  in  replying  to 
the  Japanese  note  in  regard  to  the  alleged  murder  of  Captain  Naka¬ 
mura  had  so  irritated  the  Japanese  army  that  the  civil  authorities  at 
Tokyo  were  being  pressed  by  the  military  to  fix  a  time-limit  for  the 
Chinese  reply — under  threat  of  some  undefined  military  action,  on 
the  Japanese  army’s  own  initiative,  if  satisfaction  were  much  longer 
delayed.  On  the  8th  September,  the  Japanese  army  was  reported  to 
have  taken  ‘direct  action’  on  ‘the  home  front’  by  sending  up  six 
military  aeroplanes  which  dropped  leaflets  calling  on  the  nation  to 
awaken  to  the  dangers  which  were  threatening  Japanese  rights  in 
Manchuria.  On  the  9th  September,  detailed  Japanese  demands  were 
presented  to  Marshal  Chang  Hsiieh-liang’s  Government  by  the 
Japanese  Consul-General  at  Mukden.  In  the  small  hours  of  the  morn¬ 
ing  of  the  19th  September,  the  day  before  the  British  Government 
decided  to  abandon  the  Gold  Standard,  the  Japanese  army  took 
‘direct  action’  in  Manchuria.  At  3  a.m.  that  morning  it  occupied 
the  Chinese  city  of  Mukden  and  other  important  points  on  Manchurian 
territory  under  Chinese  administration,  outside  the  Japanese  treaty 
zone.  At  Tokyo,  on  the  same  day,  the  Japanese  Ministry  of  War 
issued  a  communique  alleging  that  a  section  of  the  South  Manchurian 
Railway  had  been  bombed  and  destroyed  by  Chinese  troops  on  the 
18th  at  about  10.30  p.m.,  while  the  Japanese  Foreign  Office  an¬ 
nounced — after  an  emergency  meeting  of  the  Cabinet — that  the 
Japanese  Government  would  spare  no  efforts  to  limit  the  effects  of 
the  events  in  Manchuria  which  had  just  occurred.  At  Geneva,  on 
the  same  day,  statements  on  this  Manchurian  affair  were  made  by 
both  the  Chinese  and  the  Japanese  representative  on  the  Council  of 
the  League  of  Nations. 
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(6)  From  the  Fall  of  the  Pound  Sterling  from  the  Gold  Standard  on  the 

21st  September,  1931,  to  the  Close  of  the  Hoover-Laval  Conversations 

in  Washington  on  the  25th  October,  1931. 

The  fall  of  the  pound  sterling  from  the  Gold  Standard  on  the 
21st  September,  1931,  was  the  greatest  single  event,  up  to  that  date, 
in  the  progressive  collapse  of  the  structure  of  world  finance  which  had 
been  taking  place  since  May ;  and  th#  shock  administered  by  the  news 
was  proportionately  violent.  On  this  Monday  the  21st  September, 
when  the  British  Government’s  decision  of  the  preceding  day  was  put 
into  effect,  not  only  the  London  Stock  Exchange  but  the  vast  majority 
of  the  Stock  Exchanges  of  the  World  remained  closed  ;x  exchange 
operations  between  the  various  national  currencies  were  either  sus¬ 
pended  altogether  or  placed  under  rigid  control  in  every  country 
where  such  suspension  or  control  was  not  in  force  already ;  and  the 
whole  life  and  movement  of  World  Finance  was  momentarily 
paralysed. 

The  repercussions  were  particularly  violent  in  Scandinavia.  In 
Denmark,  a  decision  to  prohibit  the  export  of  gold  was  taken  by  the 
Cabinet  on  the  22nd ;  and  on  the  29th  September  the  Gold  Standard 
was  definitely  suspended.  Denmark  was,  of  course,  peculiarly  sus¬ 
ceptible  to  a  fall  in  the  sterling  exchange  because,  for  many  years 
past,  the  Danes  had  deliberately  and  systematically  organized  their 
national  economic  life  with  a  view  to  supplying  the  market  in  Great 
Britain  for  certain  animal  foodstuffs ;  and  they  could  not  see  this 
market  even  partially  closed  to  them  without  facing  the  prospect  of 
a  national  economic  catastrophe.  At  the  same  time,  the  upheaval 
which  the  fall  of  thg  pound  produced  in  Norway,  and  even  in  Sweden, 
was  only  less  serious  than  the  effect  in  Denmark  itself,  and  both 
Sweden  and  Norway  decided  to  abandon  the  Gold  Standard  on  the 
27th.  In  Finland,  the  Gold  Standard  was  abandoned  on  the  13th 
October. 

Among  other  countries  outside  the  British  Commonwealth  of 
Nations  which  now  followed  the  example  of  the  United  Kingdom, 
after  having  remained  on  the  Gold  Standard  up  to  that  point,  was 
Bolivia.  On  the  24th  September,  also,  a  prohibition  was  placed  upon 
the  export  of  gold  from  Colombia,  and  on  the  25th  September 
Argentina  went  off  a  gold  basis  on  to  a  dollar  basis.  The  export  of 
gold  from  Egypt  was  forbidden  on  the  27th  September. 

On  the  other  hand,  the  Gold  Standard  was  maintained  not  only  in 

1  The  Stock  Exchanges  remained  open  in  Canada,  Italy,  Spain,  and  the 
U.S.A.  The  Paris  Bourse  was  also  open  except  for  exchange  transactions. 
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France  and  in  the  United  States — the  two  countries  which,  between 
them,  had  accumulated  59  per  cent,  of  the  world’s  existing  gold- 
supply  by  this  date — but  also  in  all  Continental  European  countries, 
apart  from  Scandinavia.  The  Greek  bank  rate  was  raised  from 
9  per  cent,  to  12  per  cent,  on  the  27th  September ;  and  a  supplemen¬ 
tary  decree  for  the  protection  of  the  Greek  currency  was  issued  by  the 
Greek  Government  on  the  10th  October.  On  the  22nd  September  the 
Italian  Government  issued  a  statement  guaranteeing  that  there  would 
be  no  alteration  in  the  exchange  value  of  the  lira  as  it  had  been  stabi¬ 
lized  in  1927 — an  announcement  which  was  followed  on  the  28th 
September  by  the  raising  of  the  Italian  bank  rate  from  5|  per  cent,  to 
7  per  cent.  On  the  27tli  September,  the  Netherlands  Bank  announced 
that  it  would  unconditionally  maintain  the  Gold  Standard  in  Holland; 
and  two  days  later  the  bank  rate  was  raised  from  2  per  cent,  to  3 
per  cent.  The  Gold  Standard  was  likewise  maintained  in  Jugoslavia, 
although  on  the  8th  October,  in  view  of  a  continuing  tendency  towards 
a  flight  from  the  dinar,  certain  restrictions  on  foreign  exchange 
transactions,  which  had  been  in  force  before  the  stabilization  of  the 
dinar,  were  re-established.  Most  noteworthy  fact  of  all,  the  Gold 
Standard  was  even  maintained — though  here  only  by  almost  super¬ 
human  efforts,  which  took  their  toll  from  the  economic  vitality  of  the 
peoples  concerned — in  Austria  and  Germany:  the  two  Central  Euro¬ 
pean  countries  in  which  the  financial  crisis  had  first  become  overt. 

The  various  Dominions  of  the  British  Empire  which  possessed 
financial  autonomy  went  their  different  ways.  In  India,  the  obliga¬ 
tion  to  sell  sterling  or  gold  against  rupees  was  suspended  temporarily 
from  the  21st  to  the  24th  September,  and  the  Government’s  pro¬ 
posals  for  regulating  sales  thereafter,  and  for  balancing  the  Budget 
by  means  of  economies,  were  explained  in  the  Legislative  Assembly 
by  the  Finance  Member,  Sir  George  Schuster,  on  the  24th  and  the 
29th  September.  At  Ottawa,  on  the  21st  September,  the  Prime 
Minister  of  Canada  announced  that  the  Dominion  intended  to  remain 
on  the  Gold  Standard;  but  on  the  19th  October  the  Canadian 
Government  passed  an  Order  in  Council  prohibiting  the  export  of 
gold  from  Canada  except  under  licence  from  the  Minister  for  Finance.1 
The  South  African  Government  were  reported  on  the  25th  September 
to  be  seriously  contemplating  a  prohibition  upon  the  export  of  gold 
coin.  On  the  9th  October,  on  the  other  hand,  the  Government’s 
intention  not  to  depart  from  the  Gold  Standard  was  affirmed  by 
the  Minister  for  Finance,  and  on  the  29th  a  definite  decision  in 
this  sense  was  taken  by  the  Government.  On  the  15th  December, 

1  For  the  history  of  Canadian  finance  at  this  stage,  see  further  p.  234,  below. 
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the  Prime  Minister,  General  Hertzog,  gave  a  solemn  assurance 
that  South  Africa  would  not  suspend  the  Gold  Standard,  but  he 
announced  at  the  same  time  that  in  the  next  session  of  Parliament 
legislation  was  to  be  introduced  for  the  establishment  by  the  Union 
of  a  monetary  system  of  its  own.  In  the  meantime  there  was 
ample  evidence  that  opinion  in  the  country  was  divided  on  the 
currency  question,  and  on  the  27th  January,  1932,  notice  was  given 
in  the  House  of  Assembly  of  a  motion  for  the  appointment  of  a  select 
Committee  to  inquire  ‘  whether  and  to  what  extent  the  interests  and 
welfare  of  South  Africa  demand  the  maintenance  of  the  Gold  Stan¬ 
dard’.  The  Governments  of  Southern  and  Northern  Rhodesia  did  not 
take  the  same  course  as  the  Government  of  the  Union  of  South  Africa, 
for  they  both  announced  on  the  12th  October  that  they  had  decided 
to  link  their  currencies  with  sterling.  As  for  the  currencies  of  Australia 
and  New  Zealand,  which  had  depreciated  already  in  terms  of  sterling 
before  the  pound  sterling  fell,  they  remained  linked  with  sterling  at 
a  discount,  so  that,  in  terms  of  gold,  they  lost  value  once  again,  to 
a  further  degree,  in  consequence  of  the  parent  currency’s  depreciation. 

These  were  some  of  the  most  striking  immediate  local  repercussions 
of  the  fall  of  the  pound  sterling  on  the  21st  September  upon  the 
structure  of  World  Finance.  On  a  general  view,  the  most  striking 
sequel  to  the  fall  of  the  pound  was  a  fresh  shift  of  the  financial  storm- 
centre.  Just  as  the  collapse  of  the  Austrian  Credit-Anstalt  had  been 
followed  by  a  shift  of  the  storm-centre  from  Austria  to  Germany,  and 
the  collapse  of  the  Darmstadter  Bank  and  the  failure  of  the  London 
Seven-Power  Conference  had  been  followed  by  a  further  shift  from 
Germany  to  the  United  Kingdom,  so  now  the  fall  of  the  pound  was 
followed,  in  like  manner,  by  a  transference  of  pressure  from  the 
United  Kingdom  to  the  United  States.  In  every  case,  a  local  break¬ 
down  which  had  been  warded  off  with  might  and  main,  because  it  had 
been  expected  to  bring  crushing  disaster  upon  the  country  menaced 
by  it,  was  eventually  incurred — notwithstanding  the  efforts  made  to 
avert  it — only  to  falsify  all  previous  expectations  by  bringing  in  its 
train  a  local  alleviation  instead  of  a  local  catastrophe.  During  the 
month  preceding  the  fall  of  the  pound,  when  the  United  Kingdom 
had  been  coming  steadily  nearer  to  breaking-point,  Germany  had  been 
recuperating  from  her  previous  prostration.  During  the  following 
month,  it  was  the  United  Kingdom’s  turn  to  recuperate  while  the 
United  States  took  the  brunt  of  the  strain. 

The  flight  from  the  pound  sterling,  which  eventually  drove  it  off 
the  Gold  Standard  on  the  21st  September,  was  followed  by  a  simi¬ 
lar  flight  from  the  United  States  dollar,  which  showed  itself  hi  a 
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withdrawal  of  no  less  than  329,282,000  dollars’  worth  of  gold  from 
America  to  France  and  to  certain  other  Continental  European  coun¬ 
tries  during  the  five  weeks  preceding  the  21st  October,  which  was  the 
day  before  the  French  Prime  Minister,  Monsieur  Laval,  arrived  in 
the  United  States  on  a  visit  to  President  Hoover. 

An  official  invitation  to  pay  this  visit  was  delivered  to  Monsieur 
Laval  by  the  United  States  Ambassador  in  Paris  on  the  21st  Septem¬ 
ber — the  very  day  on  which  sterling  fell — and  was  accepted  on  the 
25th.  In  the  interval,  on  the  24th  September,  announcements  were 
made  by  all  the  big  steel  corporations  in  the  United  States  of  wage- 
cuts  which  were  to  take  effect  on  the  1st  October.  (This  was  said  to 
have  been  the  first  public  demonstration  that,  in  face  of  the  depres¬ 
sion,  American  industry  was  finding  itself  unable  to  put  its  ‘  philosophy 
of  high  wages’  into  practice.)  By  this  time,  no  less  than  250,000,000 
dollars’  worth  of  gold  lying  in  the  United  States  had  been  ‘earmarked  ’ 
for  export  by  foreign  depositors.  On  the  7th  October,  it  was 
announced,  after  a  conference  held  by  the  President  with  a  number  of 
politicians  and  business  men,  that  a  national  credit  institution  with 
a  capital  of  $500,000,000  was  to  be  set  up  and  that  other  measures 
were  to  be  taken  to  meet  the  financial  situation — including,  if  neces¬ 
sary,  the  establishment  of  a  Finance  Corporation  resembling  the  War 
Finance  Corporation  of  1918-25.  Meanwhile,  the  dram  of  gold  from 
the  United  States  to  France  continued  unabated — in  spite  of  a  raising 
of  the  New  York  and  Paris  bank  rates  to  2\  per  cent,  on  the  8th  and 
9th  October  and  a  further  raising  of  the  New  York  rate  to  3J  per  cent, 
on  the  15th — until  Monsieur  Laval’s  conversations  with  President 
Hoover,  which  duly  took  place  at  Washington  on  the  23rd-25th 
October,  after  the  ground  had  been  prepared  by  preliminary  conversa¬ 
tions  between  two  French  bankers,  MM.  Farmer  and  Lacour-Gayet, 
with  representatives  of  the  Federal  Reserve  Bank  in  New  York. 

This  meeting  between  the  executive  heads  of  two  Great  Powers  in 
the  capital  of  the  United  States  produced  an  even  greater  impression 
of  impotence  than  the  Seven-Power  Conference  which  had  been  held, 
some  three  months  earlier,  in  the  capital  of  the  United  Kingdom.1 
During  those  intervening  three  months,  ‘the  Economic  Blizzard’ 
had  laid  another  tall  tree  low ;  and  at  the  moment  when  President 
Hoover  and  Monsieur  Laval  met,  the  two  countries  which  they 
respectively  represented  were  virtually  the  sole  momentarily  sur¬ 
viving  ‘  Great  Powers  ’  in  a  world  where  power  was  still  measured  on 
a  ‘yard-stick’  in  which  money-power  and  war-power  were  the  two 
chief  components  of  the  index.  Armed  with  this  monopoly  of  power 

1  Seepp.  87-90,  above. 
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at  a  time  when  Mankind  was  in  a  mood  for  accepting  direction  from 
any  strong  hands  which  would  effectively  take  the  initiative  in  the 
restoration  of  world  order,  the  Hoover-Laval  Conference  at  Washing¬ 
ton  in  October  1931  might  have  been  expected  a  priori  to  make  as 
great  a  mark  upon  world  history  as  the  meeting  between  the  Emperor 
Napoleon  and  the  Czar  Alexander  on  the  Niemen  in  a.d.  1807  or  the 
meeting  between  Caesar  and  Pompey  at  Luca  in  56  b.c.  Yet,  as  it 
turned  out,  the  effects  of  the  meeting  between  the  French  and  the 
American  statesman  in  1931  bore  no  proportion  to  the  extent  of  the 
power  which  was  nominally  concentrated  in  their  hands. 

The  upshot  of  the  meeting  was  made  public  in  a  joint  statement, 
issued  on  the  25th  October,  in  which  the  essential  passages  were  as 
follows : 

It  has  not  been  the  purpose  of  either  of  us  to  engage  in  commitments 
binding  our  Governments,  but  rather,  through  development  of  fact,  to 
enable  each  country  to  act  more  effectively  in  its  own  field. 

It  is  our  j  oint  purpose  that  the  conference  for  limitation  of  armaments 
will  not  fail  to  take  advantage  of  the  great  opportunity  which  presents 
itself  and  that  it  will  be  capable  of  meeting  what  is  in  reality  its  true 
mission,  that  is  the  organization  on  a  firm  foundation  of  permanent 
peace. 

In  so  far  as  inter-governmental  obligations  are  concerned  we  recognize 
that  prior  to  the  expiration  of  the  Hoover  year  of  postponement,  some 
agreement  regarding  them  may  be  necessary  covering  the  period  of 
business  depression,  as  to  the  terms  and  conditions  of  which  the  two 
Governments  make  all  reservations.  The  initiative  in  this  matter  should 
be  taken  at  an  early  date  by  the  European  Powers  principally  con¬ 
cerned  within  the  framework  of  the  agreements  existing  prior  to  July  1, 
1931. 

Our  special  emphasis  has  been  upon  the  more  important  means 
through  which  the  efforts  of  our  Governments  could  be  exerted  toward 
restoration  of  economic  stability  and  confidence.  Particularly  we  are 
convinced  of  the  importance  of  monetary  stability  as  an  essential 
factor  in  the  restoration  of  normal  economic  life  in  the  world  in  which 
the  maintenance  of  the  Gold  Standard  in  France  and  the  United  States 
will  serve  as  a  major  influence. 

It  is  our  intent  to  continue  to  study  methods  for  the  maintenance  of 
stability  in  international  exchanges. 

This  statement  was  to  be  interpreted  as  signifying,  in  the  first  place, 
that  the  Americans  had  now  convinced  the  French  that  there  was  no 
danger  of  the  dollar  going  the  way  of  the  pound ;  and  that  they  had 
persuaded  them  to  refrain  from  further  withdrawals  and  to  leave  the 
rest  of  their  short-term  money  lying  in  New  York  without  any  in¬ 
crease  in  the  very  low  current  rate  of  interest  (1|  per  cent.)  that  was 
being  paid  on  these  deposits.  This  interpretation  was  borne  out  by 
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the  fact  that  the  drain  of  gold  from  New  York  to  Paris  did  cease  forth¬ 
with.  In  return  for  this  French  concession,  the  Americans  now  under¬ 
took  not  to  spring  any  further  financial  surprises  upon  France,  on 
the  pattern  of  the  Hoover  Plan,  outside  the  framework  of  the  Young 
Plan  Settlement ;  and  they  also  now  made  explicitly  an  admission — 
already  implicit  in  the  Hoover  Plan  itself — that  inter-Governmental 
debts  were  inter-related,  in  contrast  to  the  long-sustained  American 
thesis  that  Inter-Ally  Debts  and  Reparations  had  nothing  to  do  with 
one  another.  These  were  two  successes  for  French  diplomacy.  On  the 
other  hand,  it  was  evident  that  Monsieur  Laval  had  had  no  success 
in  repeating  once  more  the  French  attempt  (so  many  times  made, 
and  always  in  vain,  since  the  Peace  Conference  of  Paris)  to  induce 
the  United  States  to  guarantee  the  post-war  political  map  of  Europe. 
He  had  merely  succeeded  in  couching  the  inevitable  joint  blessing 
upon  the  forthcoming  World  Disarmament  Conference  in  chillingly 
platonic  language.  Thus,  on  the  whole,  the  outcome  of  the  Hoover- 
Laval  Conference  was  stalemate.  The  vast  power  which  was  nomi¬ 
nally  concentrated  in  these  two  statesmen’s  hands  was  in  practice 
neutralized  in  the  very  act  of  being  exerted ;  and  this  strange  result 
indicated  that  contemporary  statesmanship  was  stricken  with  the 
same  malady  of  self -stultification  as  contemporary  warfare.  During 
the  General  War  of  1914-18,  the  entire  man-power  and  machine- 
power  of  the  greatest  living  nations  had  repeatedly  been  thrown  into 
action  without  more  than  a  trivial  oscillation  of  the  battle -front  in 
one  or  other  direction.  In  the  post-war  period,  it  was  the  turn  of 
statesmanship  to  be  overtaken  by  the  high  tension  paralysis  of  trench - 
warfare. 

Less  light  was  thrown  upon  the  international  situation  and  outlook 
in  the  last  week  of  October  by  the  Hoover-Laval  statement  of  the 
25th  than  by  two  other  simultaneous  pronouncements :  an  interview 
given  to  the  French  and  other  journalists  at  Washington  by  the 
Chairman  of  the  United  States  Senate  Committee  on  Foreign  Rela¬ 
tions,  Mr.  Borah,  on  the  23rd  October,  and  a  speech  delivered  by  the 
head  of  the  Italian  Government,  Signor  Mussolini,  at  Naples  on 
the  25th. 

Senator  Borah  (whose  declarations  have  to  be  read  together  with 
the  text  of  the  Hoover-Laval  statement  in  order  to  obtain  a  just  idea 
of  American  policy  at  the  moment)  declared,  among  other  things, 
that  how  far  France  should  disarm  was  a  problem  for  the  French  to 
decide ;  that  it  was  possible  to  have,  by  sheer  force,  a  peace  not  based 
upon  contentment ;  that  the  regime  of  the  European  peace  treaties 
must  be  revised — either  by  peace  or  by  force — if  relief  from  the 
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existing  economic  depression  was  to  be  obtained  in  the  near  future ; 
and  that  the  particular  chapters  which  it  would  be  most  necessary 
to  revise  were  those  relating  to  the  Polish  corridor,  Silesia,  the 
frontiers  of  Hungary,  and  Reparations.  Senator  Borah  further  de¬ 
clared  that  he  would  recommend  the  cancellation  of  all  inter- 
Governmental  debts — Inter-Ally  Debts  and  Reparations  alike — in 
the  belief  that  they  stood  in  the  way  of  economic  recovery.  Most 
remarkable  of  all — at  any  rate  in  this  particular  American  statesman’s 
mouth — was  the  dictum  that  the  United  States  would  be  unable  to 
escape  from  her  current  economic  troubles  without  taking  Europe 
into  consideration. 

In  the  no  less  remarkable  speech  delivered  at  Naples  on  the  25th 
October  by  Signor  Mussolini,  the  Italian  statesman  asked,  once  again, 
a  question  which  he  had  placed  before  the  world  repeatedly,  since  the 
summer  of  1928  d  ‘  How  is  it  possible  to  speak  of  reconstruction  unless 
there  is  a  modification  of  certain  clauses  in  certain  peace  treaties 
which  have  driven  the  World  to  the  brink  of  material  disaster  and 
moral  despair  ?  ’ 

This  unison  between  the  voices  of  the  Romagnol  Dictator  and  the 
Middle  Western  Senator,  speaking  without  pre -arrangement  of  pro¬ 
gramme  or  pre-established  harmony  of  outlook  on  opposite  sides  of 
the  Atlantic,  was  more  significant  than  the  absence  of  discord  in  the 
colourless  joint  statement  of  the  American  President  and  the  French 
Prime  Minister. 

The  Italian  Government  was,  indeed,  showing  greater  initiative  at 
this  time  than  other  Governments  which  were  better  equipped  for  the 
task  of  rehabilitating  the  world.  On  the  11th  October,  it  was 
announced  that  the  Italian  Minister  for  Foreign  Affairs,  Signor 
Grandi,  had  accepted  an  invitation  from  the  American  Government 
to  visit  the  United  States  in  the  wake  of  Monsieur  Laval ;  and  on  the 
19th  he  was  invited  to  pay  a  previous  visit  to  Berlin,  which  he  duly 
paid  on  the  25th-26th  October — arriving  in  the  capital  of  the  German 
Reich  at  the  moment  when  Monsieur  Laval  was  taking  his  departure 
from  the  capital  of  the  United  States. 

It  remains  to  survey  the  economic  and  political  fortunes  of  certain 
countries  during  the  five  weeks  beginning  on  the  21st  September, 
1931,  and  ending  on  the  25th  October. 

In  Great  Britain,  contrary  to  popular  expectation  abroad,  the  fall 
of  the  pound  sterling  from  the  Gold  Standard  was  not  followed  by 
a  thorough-going  financial  degringolade.  The  immediate  depreciation, 
as  soon  as  rates  of  exchange  began  to  be  quoted  again,  was  to  the 
1  See  the  Survey  for  1930,  pp.  18,  19-20. 
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rate  of  $4.20  on  the  22nd  September,  $4.10|-  on  the  23rd,  and  $3.85 
on  the  24th ;  but  depreciation  to  as  low  a  figure  as  $3.65  (i.e.  75  per 
cent,  of  the  pound  sterling’s  par  value)  did  not  take  place  until  late 
in  November.  The  lowest  point  reached  was  the  rate  of  $3.23  on  the 
1st  December ; 1  but,  in  the  last  month  of  the  calendar  year,  the  pound 
markedly  recovered  and  continued  fairly  steady  (though  at  least 
ostensibly  unsupported)  for  some  weeks  from  the  middle  of  January 
at  about  $3.40  (i.e.  slightly  less  than  70  per  cent,  of  its  previous  gold 
value). 

An  order  forbidding  the  purchase  of  foreign  exchange  except  for 
specified  purposes  was  made  by  the  Treasury  in  Whitehall  on  the 
22nd  September.  On  the  other  hand,  the  London  Stock  Exchange 
reopened  on  the  23rd.  During  the  first  few  days  after  the  fall,  the 
Government  at  Westminster  walked  softly.  On  the  2nd  October,  it 
was  announced  that  the  Bank  of  England  had  obtained  Treasury 
sanction  for  maintaining  the  amount  of  the  fiduciary  note  issue  at 
£275,000,000  for  a  further  period  of  four  weeks;2  and  on  the  3rd 
October  fleet  orders  were  issued  by  the  Admiralty  in  Whitehall 
embodying  concessions  on  the  cuts  originally  imposed — before  the 
insubordination  in  the  Atlantic  fleet — on  rates  of  naval  pay.  On  the 
6th  October,  however,  the  Government  took  a  bold  and  controversial 
step  in  the  domain  of  parliamentary  politics.  In  the  House  of 
Commons  at  Westminster  on  that  day,  the  Prime  Minister  announced 
that  he  had  asked  the  King  for  a  dissolution  and  that  the  election  was 
to  take  place  on  the  27th  October.  The  General  Election  in  the  United 
Kingdom  duly  took  place  on  that  date  and  resulted  in  an  over¬ 
whelming  victory  for  the  National  Government  in  general  and  for  the 
Conservative  Party  (with  its  declared  policy  of  protection)3  in  par¬ 
ticular,  and  in  a  correspondingly  severe  defeat  for  the  Labour  Party, 
which  was  returned  to  the  House  of  Commons  with  only  52  seats  as 
against  a  previous  265,  while  the  National  Government’s  supporters 
in  the  new  House  numbered  554,  of  whom  471  were  Conservatives. 

The  fall  of  the  pound  sterling  confronted  the  United  Kingdom,  in 
its  foreign  relations,  with  a  financial  problem  and  an  economic  oppor¬ 
tunity  ;  and  it  was  more  successful  in  grappling  with  the  one  than  in 
taking  advantage  of  the  other. 

1  See  p.  230,  below.  2  See  p.  96,  above. 

3  As  far  as  could  be  judged,  the  election  was  decided  on  the  issue  of  inflation 
rather  than  on  that  of  protection,  and  one  of  the  most  potent  single  factors 
which  determined  the  result  was  the  women’s  vote.  The  women  of  all  classes 
were  inclined  to  vote  for  the  National  Government  for  fear  that  an  inflation 
of  the  currency — reducing  the  purchasing-power  of  the  money  at  their  com¬ 
mand  for  housekeeping — would  follow  a  return  of  the  Labour  Party  to  office. 
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In  connexion  with  the  financial  problem,  the  Foreign  Secretary  in 
the  British  Government  of  the  day,  Lord  Reading,  was  invited  on  the 
4th  October  by  the  French  Government  to  visit  Paris ;  and  the  visit 
was  duly  paid  on  the  6th-8th  October.  The  Foreign  Secretary  was 
accompanied  by  an  official  of  the  Treasury  in  Whitehall,  Sir  Frederick 
Leith -Ross ;  and  as  an  outcome  of  the  conversations  in  Paris  it  was 
announced  that  friendly  co-operation  between  the  French  and  British 
Governments  was  to  continue.  On  the  30th  October,  it  was  announced 
that,  in  the  matter  of  the  three  months’  credits  of  £25,000,000  each 
which  had  been  granted  to  the  Bank  of  England  by  the  Bank  of 
France  and  the  Federal  Reserve  Bank  of  New  York  respectively  on 
the  1st  August  and  which  were  due  for  repayment  on  the  31st  October, 
an  extension  for  a  further  three  months,  in  respect  of  approximately 
£15,000,000  each,  had  now  been  accorded  to  the  borrower  by  the  two 
lenders.  The  balance  remained  payable — and  was  actually  paid — 
either  on  or  before  the  originally  stipulated  date. 

On  the  other  hand,  the  economic  opportunity — offered  to  British 
manufactures  by  the  fall  of  the  pound — of  recovering  some  of  the 
ground  which  they  had  been  steadily  losing  for  many  years  past  in 
the  world  market  was  largely  counteracted  by  defensive  measures 
which  were  promptly  introduced  in  a  number  of  foreign  countries. 
The  first  country  in  which  such  action  was  taken  was  Canada,  where, 
by  an  Order  in  Council  dated  the  30th  September,  it  was  provided 
that  the  ‘anti-dumping’  provisions  of  the  Canadian  tariff  were  to 
apply  to  any  goods  imported  into  Canada  from  the  United  Kingdom 
if  less  than  the  Gold  Standard  parity  of  exchange  had  been  paid  for 
each  pound  sterling  of  the  invoice  price.  In  Germany  on  the  30th 
September  (the  day  on  which  an  international  conference  on  the  coal¬ 
mining  industry  in  Europe  opened  in  London)  an  emergency  decree 
was  promulgated  which  released  coal-owners  and  miners  in  the  Ruhr 
from  their  obligation  to  pay  unemployment  insurance  contributions, 
in  view  of  the  expected  revival  of  competition  from  British  coal. 
A  substantial  modification,  in  favour  of  British  goods,  of  the  Canadian 
Order  in  Council  of  the  30th  September  was  announced  on  the 
25th  October.1 

During  these  weeks,  Germany  was  still  holding  her  own  in  the  world, 
and  Dr.  Briining  in  Germany.  MM.  Laval  and  Briand’s  postponed 
visit  to  Berlin2  was  duly  paid  on  the  27th-29th  September.  The 
two  French  statesmen  had  an  audience  with  President  Hindenburg 

1  For  later  defensive  measures  of  the  kind,  against  the  depreciation  of  ster¬ 
ling,  which  were  taken  in  other  countries,  see  pp.  145-6,  below. 

2  See  p.  100,  above. 

K 


130 


THE  WORLD  CRISIS 


Part  I 


on  the  28th,  and  on  the  same  day  it  was  announced  that  a  joint 
Franco-German  Economic  Commission  was  to  be  established. 
Meanwhile,  various  symptoms  of  the  pressure  under  which  Germany 
was  living  continued  to  show  themselves.  On  the  30th  September, 
for  example,  the  National  Federation  of  German  Industries  addressed 
to  the  Chancellor  a  collective  declaration  urging  the  maintenance  of 
the  system  of  private  trading  and  the  abandonment  of  Governmental 
interference  in  industry.  On  the  1st  October,  the  Central  Unemploy¬ 
ment  Insurance  Institution  (Reichsanstalt  fur  Arbeitslosenversicherung) 
decided  to  reduce  the  period  during  which  benefit  was  payable  from 
twenty-six  to  twenty  weeks  as  the  standard,  and  to  sixteen  weeks  in 
the  case  of  seasonal  trades.  This  decision  was  governed  by  an  estimate 
that  the  number  of  the  unemployed  in  Germany  would  reach  a  maxi¬ 
mum  of  6,500,000  during  the  approaching  winter.  On  the  2nd 
October,  the  Reichsbank’s  weekly  statement  showed  another  heavy 
loss  of  gold  and  foreign  exchange  and  a  fall  of  the  cover  for  the  note- 
circulation  to  31-2  per  cent.;  and  fresh  regulations  stringently 
tightening  up  the  control  over  foreign  exchange  transactions  were 
promulgated  on  the  same  day.  On  the  7th  October  a  new  emergency 
decree  was  published  for  the  purposes  of  safeguarding  the  financial 
and  economic  situation  in  Germany  and  combating  political  excesses. 
On  that  day,  President  Hindenburg  received  the  resignation  of  the 
officiating  Cabinet  of  the  Reich  and  asked  the  Chancellor,  Dr.  Bridling, 
to  form  a  new  Ministry.  Dr.  Bridling  succeeded  in  forming  his  new 
Ministry,  with  himself  as  Foreign  Minister  as  well  as  Chancellor,  on  the 
9th.  On  the  10th  October,  Herr  Hitler  was  received  hi  audience  by 
President  Hindenburg  (a  interview  which  did  not  portend,  as  was 
rumoured  in  some  quarters  at  the  time,  that  the  President  was  con¬ 
templating  a  National-Socialist  administration).  On  the  11th  October 
there  was  a  joint  rally  of  the  followers  of  Herren  Hitler  and  Hugen- 
berg  at  Harzburg,  in  which  a  prominent  part  was  taken  by  the  former 
President  of  the  Reichsbank,  Dr.  Schacht ;  but  this  demonstration 
did  not  serve  its  nitended  purpose  of  consolidating  the  ranks  of 
‘the  National  Opposition’.  Thereafter,  Dr.  Bridling  made  a  declara¬ 
tion  in  the  Reichstag,  on  behalf  of  his  new  Ministry,  on  the  13th 
October ;  and  on  this  occasion  he  announced  that  the  German 
Government  had  decided  to  set  up  an  Advisory  Council  to  assist  it 
in  framing  an  economic  programme  for  the  coming  months.  On  the 
16th,  a  motion  of  no  confidence  in  the  Government  was  rejected  in  the 
Reichstag  by  295  votes  to  270  against  the  united  forces  of  the  Nazis, 
the  Nationalists  and  the  Communists.  The  parliamentary  reverse 
thereby  inflicted  on  the  parties  of  violence  was  not  redressed  by  a 
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parade  of  Nazis,  75,000  strong,  which  was  held  in  Brunswick  on  the 
ISth  October.  The  strength  of  Germany’s  economic  position  in  the 
world,  notwithstanding  the  difficulties  under  which  she  was  labouring, 
was  demonstrated  in  the  monthly  trade  returns  for  September,  which 
showed  that  the  German  export  surplus  for  the  month  had  once  more 
surpassed  previous  records. 

At  this  time  Austria  was  fighting  an  economic  and  financial  battle 
against  heavier  odds,  with  poorer  success.  On  the  22nd  September, 
the  Main  Committee  of  the  Austrian  National  Assembly  unanimously 
voted  assent  in  principle  to  a  motion  giving  effect  to  a  demand, 
presented  by  the  League  of  Nations,  for  a  reduction  in  the  Budget 
Estimates  for  1932  to  1,900,000,000  schillings.1  Another  vote,  on  a 
detailed  retrenchment  scheme  submitted  by  the  Government,  was  just 
carried  by  eleven  votes  to  ten.  Fresh  restrictions  upon  dealings  in 
foreign  exchange  were  imposed  by  the  Austrian  National  Bank  on  the 
23rd.  On  the  3rd  October,  the  bill  designed  to  enable  the  Govern¬ 
ment  to  balance  the  Budget,  in  accordance  with  the  conditions  laid 
down  by  the  Financial  Committee  of  the  League  as  a  preliminary  to 
a  loan,  was  approved  by  both  Houses  of  Parliament — an  act  of  pru¬ 
dence  which  was  disconcertingly  followed  by  the  resignation  of  the 
Minister  of  Finance  on  the  5th.  On  the  8th  October,  the  National 
Assembly  passed  an  enabling  act,  to  remain  in  force  up  to  the  31st 
March,  1932,  which  authorized  the  Government  to  modify  by  decree 
any  of  the  existing  laws  for  the  protection  of  the  Austrian  economy. 
On  the  19th,  the  Government  ordered  the  dismissal  of  twenty-five 
out  of  the  twenty-eight  directors  and  deputy-directors  of  the  Credit- 
Anstalt.  On  the  21st  October,  the  new  Minister  of  Finance  introduced 
into  Parliament  a  Budget  for  1932  which  provided  for  a  surplus  of 
2,350,000  schillings. 

As  for  Hungary,  a  statement  explaining  her  financial  position, 
which  was  made  by  the  new  Prime  Minister,  Count  Karolyi,  on  the 
25th  September,  showed  an  estimated  deficit,  in  the  public  accounts 
for  the  current  year,  of  117,500,000  pengos.  In  the  same  statement, 
Count  Karolyi  announced  that  the  Government’s  programme  of 
economies  for  making  the  Budget  balance  had  now  been  completed. 
On  the  8th  October  a  delegation  of  the  Financial  Committee  of  the 
League  (which  had  conducted  a  preliminary  inquiry  into  Hungary’s 
financial  position  during  September,  in  accordance  with  the  Hun¬ 
garian  Government’s  request2)  went  to  Budapest  to  make  inquiries 
on  the  spot,  and  on  the  16th  October  the  Financial  Committee  itself 
met  in  Budapest  and  held  a  consultation  with  the  Prime  Minister 
1  See  pp.  114-15,  above.  2  See  p.  115,  above. 
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and  the  Foreign  Minister.  The  Committee  remained  in  session  in 
Budapest  until  the  22nd,  and  published  a  report  on  the  Hungarian 
situation  on  the  27th.1 

In  Australia,  on  the  7th  October,  Mr.  Theodore  announced  in  the 
House  of  Representatives  at  Canberra  that  a  settlement  had  been 
reached  respecting  the  indebtedness  of  New  South  Wales  to  the 
Commonwealth,  in  consequence  of  the  Commonwealth’s  action  in 
temporarily  making  good  the  failure  of  New  South  Wales  to  meet 
overseas  commitments  amounting  to  nearly  £6,000,000.  On  the  11th 
October,  figures  were  published  which  showed  that  the  deficit  in  the 
public  accounts  of  the  Commonwealth  Government  for  the  first 
quarter  of  the  current  financial  year  amounted  to  no  more  than 
£1,485,000,  as  compared  with  the  figure  of  £6,747,000  in  the  corre¬ 
sponding  period  of  the  year  preceding.  On  the  28th  October,  the 
Commonwealth  Government  decided  to  give  wheat-farmers  a  flat- 
rate  bounty  of  4 \d.  a  bushel  for  all  wheat  marketed  during  the  coming 
season,  instead  of  6 d.  on  exported  wheat  as  originally  proposed.  The 
Debt  Conversion  Agreement  Bill,  compelling  dissentient  holders  of 
Government  bonds  to  convert  their  holdings,  was  passed  by  the 
Senate  at  Canberra  on  the  4th  November. 

While  Australia,  like  Germany,  was  thus  holding  her  own  at  this 
time,  New  Zealand,  like  Austria,  was  slipping  into  deeper  waters. 
A  Coalition  Government  took  office  at  Wellington  on  the  22nd 
September;  but  this  political  rally  did  not  cure  New  Zealand’s 
economic  difficulties,  which,  like  those  of  every  other  country, 
were  bound  up  with  world-wide  economic  events.  On  the  6th 
October  the  Minister  for  Finance  in  the  new  Government  introduced 
a  supplementary  Budget  containing  proposals  for  covering  the  deficit 
in  the  public  accounts  of  the  Dominion  by  a  combination  of  increases 
in  taxation,  reductions  in  expenditure,  and  calls  upon  reserves.  In 
the  House  of  Representatives  on  the  13th,  the  Minister  of  Unemploy¬ 
ment  stated  that  the  number  of  registered  adult  unemployed  in 
New  Zealand  was  now  50,000.  Bills  providing  for  new  taxation 
were  passed  by  the  House  of  Representatives  on  the  15th  October. 

The  news  from  other  overseas  countries  continued  to  be  grave. 
On  the  24th  September,  the  Chilean  Congress  passed  a  bill  authorizing 
the  Central  Bank  of  Chile  to  reduce  the  minimum  gold  cover  to  35 
per  cent.,  while  at  the  same  time  the  statute  of  the  Bank  was  amended 
so  as  to  increase  from  30  to  80  per  cent,  the  advances  which  the  Bank 
was  entitled  to  make  to  the  Government.  In  Argentina,  the  Govern¬ 
ment  imposed,  by  decree,  an  additional  tax  of  10  per  cent,  on  almost 

1  See  pp.  240-1  below. 
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all  imports  for  a  maximum  period  of  one  year,  from  the  9th  October. 
In  Uruguay,  on  the  11th  October,  an  obligatory  moratorium  was 
imposed  on  all  commercial  obligations  payable  in  foreign  currencies. 
The  moratorium  was  to  last  until  the  31st  December,  1931,  and 
the  accumulated  obligations  were  then  to  be  paid  off,  at  the  rate  of 
20  per  cent,  a  month,  by  the  31st  May,  1932.  On  the  14th  October, 
all  the  representatives  of  commerce  and  industry  in  Montevideo 
closed  their  doors.  In  Ecuador,  on  the  15th,  a  revolt  against  the 
Government  was  reported.  In  Brazil,  on  the  8th  October,  a  complete 
moratorium,  to  last  for  sixty  days,  was  declared  in  respect  of  all 
payments  abroad  for  the  service  of  external  debts ;  and  on  the  30th 
October  a  military  insurrection  was  reported  to  have  broken  out,  but 
to  have  been  promptly  quelled. 

As  for  Italy  and  France,  the  two  European  Powers  which  were 
contending  for  the  political  initiative,  there  were  symptoms  that, 
while  Italy  continued  to  be  hard  pressed,  France  herself  was  becoming 
more  and  more  subject  to  the  universal  economic  pressure  likewise. 

On  the  25th  September  it  was  announced  that  the  Italian  Govern¬ 
ment  had  decided,  in  view  of  the  growing  deficit  in  the  public  accounts, 
to  impose  a  super-duty  of  15  per  cent,  on  all  imports  other  than  those 
protected  by  special  treaties.  In  the  case  of  coal,  however,  this  super¬ 
duty  was  to  be  limited  to  10  per  cent. 

In  France,  on  the  26th  September,  the  failure  of  the  Banque 
Nationale  de  Credit — one  of  the  most  important  institutions  of  its 
kind  in  the  country— was  only  averted  by  the  combined  action  of 
other  banks  and  the  Government.  A  guarantee  fund  (reported  to 
amount  to  about  £10,000,000)  was  set  up  and  the  directorate  of  the 
Bank  was  reorganized.  On  the  2nd  October,  the  Comptoir  Lyon- 
Alemand  suspended  payments.  On  the  1st  October,  it  was  reported 
that  the  French  Government  had  decided  not  to  impose  new  taxation 
in  order  to  balance  the  Budget  for  1932,  but  to  follow  a  vigorous  plan 
of  retrenchment.  On  the  15th  October,  the  Cabinet  approved  plans 
for  balancing  the  new  Budget  by  economies  amounting  to  some  five  or 
six  milliards  of  francs.  The  Reparations  receipts  due  to  France  under 
the  Young  Plan  were  included  on  the  credit  side  of  this  Budget  as 
from  the  end  of  the  Hoover  moratorium  year. 

The  general  economic  perplexity  was  indicated  by  a  meeting  which 
the  China  Association  held  on  the  22nd  September,  in  order  to  con¬ 
sider  the  role  of  silver  in  the  economic  troubles  of  the  world.  A  Silver 
Association  was  formed  for  dealing  with  the  problem.  Another 
instance  of  the  portent  of  inter-Governmental  barter  presented  itself 
on  the  8th  October,  when  it  was  announced  that  the  German  and 
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Brazilian  Governments  had  arrived  at  an  agreement  in  principle  for 
exchanging  500,000  tons  of  Ruhr  coal  against  Brazilian  coffee. 
General  constructive  efforts  were  represented,  during  these  weeks,  in 
one  sphere,  by  an  Apostolical  Epistle  of  the  2nd  October,  in  which  the 
Pope  appealed  for  ‘a  crusade  of  charity  and  help’  to  combat  the 
effects  of  the  economic  crisis — especially  the  aggravation  of  un¬ 
employment — and  also,  in  quite  a  different  sphere,  by  a  decision 
which  the  Bank  of  International  Settlements  took  on  the  12th 
October  to  renew  the  credits  which  it  had  recently  arranged  for 
Germany,  Austria,  and  Jugoslavia. 

In  the  political  field,  the  new  regime  in  Spain  continued  to  make 
headway  in  spite  of  stormy  weather.  On  the  12th  October,  it  was 
decided  at  Madrid  that,  owing  to  the  increase  of  disturbances  in 
Spain,  the  Eoreign  Minister,  Senor  Lerroux,  who  was  due  to  preside 
over  a  meeting  of  the  Council  of  the  League  of  Nations  at  Geneva, 
must  remain  at  his  post  in  the  Spanish  capital.  On  the  13th  October, 
the  Spanish  Constituent  Assembly  voted  for  the  separation  of  Church 
and  State  by  a  large  majority.  On  the  14th  October,  the  Constituent 
Assembly  voted  for  the  dissolution  in  Spain  of  the  Society  of  Jesus.  , 
Political  unrest  also  came  to  the  surface  at  this  time  in  Cyprus,  where 
the  British  Governor’s  official  residence  was  burnt  down  by  a  crowd  of 
demonstrators  on  the  21st  October.1  In  India,  on  the  other  hand,  the 
political  truce  which  had  been  inaugurated  by  the  Irwin-Gandhi  Pact2 
continued  to  stand  out  in  contrast,  not  only  to  the  general  political 
state  of  the  world  at  the  time,  but  to  the  political  conditions  in  India 
itself — before  and  after.  The  2nd  October  saw  the  first  meeting  of  the 
‘Conciliation  Committee’  which  had  been  constituted,  from  among 
the  representatives  of  the  Indian  groups  at  the  Round  Table  Con¬ 
ference,  for  the  purpose  of  seeking  a  general  understanding  on  the 
question  of  minority  safeguards.  At  this  point,  however,  the  favour¬ 
able  tide  in  Indian  affairs  at  last  began  to  show  signs  of  slackening, 
for  the  failure  of  informal  conversations  with  a  view  to  a  solution  of 
the  communal  problem  was  intimated  on  the  8th  October,  at  a  meet¬ 
ing  of  the  Minorities  Committee  of  the  Conference,  by  Mr.  MacDonald, 
who  not  only  expressed  his  regret  but  declared,  at  the  same  time, 
that  action  in  the  matter  would  be  taken  by  the  British  Government 
if  the  Committee  were  to  fail  to  find  a  solution.  Eresh  stages  in  the 
appeasement  of  old  feuds  in  South-Eastern  Europe  were  indicated 
by  the  visit  of  the  Prime  Minister  and  Foreign  Minister  of  Turkey, 
Ismet  Pa§a  and  Tevfik  Rustii  Beg,  to  Athens  on  the  3rd-6th  October, 
in  return  for  Monsieur  Venizelos’s  visit  to  Angora  on  the  27th-31st 

1  See  Part  III  B,  section  (iii).  2  See  pp.  41-2,  above. 
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October,  1930,1  and  by  the  second  session  of  the  Balkan  Conference, 
which  was  held  on  the  20th-26th  October  in  Constantinople.2  Against 
this  there  had  to  be  set  the  threatened  recrudescence  of  a  recent  feud 
in  Latin  America,  which  was  indicated  on  the  24th  October  in  a  report 
that  martial  law  had  been  declared  throughout  Paraguay  on  account 
of  demonstrations  against  the  Paraguayan  Government’s  attitude  in 
the  dispute  with  Bolivia  over  the  Gran  Chaco.3 

Unfortunately,  during  the  six  weeks  ending  with  the  last  week  of 
October  1931,  the  otherwise  dubious  balance  of  good  and  evil  on  the 
political  plane  was  heavily  weighted  on  the  side  of  evil  by  the  action 
of  Japan  in  casting  her  sword  into  the  scales.  This  new  outbreak  of 
militarism  in  Japan  was  a  signal  example  of  a  sinister  kind  of  social 
metabolism,  by  which  economic  stress  transformed  itself  into  political 
violence.  The  Japanese  military  adventure  on  the  Asiatic  mainland, 
which  had  started,  the  day  before  the  decision  of  the  British  Govern¬ 
ment  to  abandon  the  Gold  Standard,  with  the  seizure  of  the  Chinese 
city  of  Mukden,  and  other  important  places  under  Chinese  administra¬ 
tion  in  Manchuria,  by  Japanese  military  forces,  was  a  direct  conse¬ 
quence  of  the  World  Economic  Depression.  The  depression  stultified 
the  policy,  which  had  been  pursued  by  Japan  consistently  since  the 
time  of  the  Washington  Conference  and  had  been  formulated  explicitly 
by  her  Foreign  Minister,  Baron  Shidehara,  in  1926, 4  of  attempting  to 
solve  the  Japanese  population  problem  by  promoting  internal  coloniza¬ 
tion,  and  expanding  industrial  exports,  in  contrast  to  an  alternative 
policy  of  emigration  and  conquest.  From  the  end  of  1929  onwards, 
this  pacific  and  statesmanlike  Japanese  policy  had  begun  to  yield  less 
and  less  satisfactory  returns — not  through  any  lack  of  vision  on  the 
part  of  Baron  Shidehara  or  Mr.  Inouye  or  the  kindred  spirits  to  whose 
joint  endeavours  the  policy  was  due,  nor  again  through  any  fault  of 
the  Japanese  people — but  through  the  progressive  breakdown  of  the 
Western-made  mechanism  of  international  trade,  to  which  Japan  had 
now  committed  her  fortunes.  The  result  was  a  violent  revulsion  from 
a  current  policy  of  construction  to  an  earlier  policy  of  militarism 
which  had  brought  Japan  nothing  but  Dead  Sea  fruit  when  it  had 
been  tried,  before,  during  the  years  1915-21.  It  may  be  conjectured 
that  the  revival  of  this  aggressive  militaristic  policy  in  the  autumn  of 
1931  was  not  the  rational  outcome  of  a  cold  calculation  that  such  a 
reversal  of  policy  promised  Japan  any  dazzling  triumphs,  but  was 

1  See  the  Survey  for  1930,  Part  II  B,  section  (iii). 

2  See  the  present  volume,  Part  III  B,  section  (i). 

3  See  the  Survey  for  1930,  Part  Y,  section  (viii).  See  also  p.  80,  above. 

4  See  the  Survey  for  1926,  Part  III  B,  section  (i):  ‘The  Orientation  of 
Japanese  Foreign  Policy’,  jjp.  385-95. 
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rather  a  counsel  of  despair  which  was  commended  by  the  patent  fact 
that  the  opposite  policy  had  been  frustrated  by  the  operation  of 
world-wide  economic  factors  over  which  Japan  had  no  means  of 
exercising  control. 

The  disastrous  consequences  of  this  sudden  change  in  Japanese 
foreign  policy  need  not  be  chronicled  in  this  place,  because  they  are 
dealt  with  in  some  detail  in  a  separate  chapter.1  At  this  point,  it 
is  merely  necessary  to  indicate  their  chronological  relation  to  the 
general  march  of  world  events.  It  has  already  been  mentioned  that 
the  Japanese  military  offensive  in  Manchuria  was  launched  on  the 
19th  September,  the  day  before  the  decision  to  abandon  the  Gold 
Standard  was  taken  at  Westminster.  By  the  last  week  in  October, 
the  Far  Eastern  imbroglio  had  already  vastly  increased  in  dimensions 
and  in  gravity.  At  Geneva,  for  example,  on  the  24th  October — the 
day  after  the  Hoover-Laval  conversations  had  begun  at  Washington 
— the  Council  of  the  League  of  Nations,  to  whom  the  Sino -Japanese 
dispute  had  been  referred  from  the  outset,  decided  to  adjourn  after 
seeing  an  otherwise  unanimous  resolution  invalidated  by  the  single 
adverse  vote  of  the  Japanese  representative.  On  the  28th  October — 
the  day  after  the  General  Election  in  the  United  Kingdom — the 
Japanese  High  Command  in  Manchuria  sent  out  an  expeditionary 
force  along  the  Ssupingkai-Tsitsihar  Railway,  with  the  railway- 
bridge  over  the  Nonni  River  (about  300  miles  outside  the  limits  of  the 
Japanese  Railway  Zone)  as  its  acknowledged  objective.  The  World 
Crisis  was  now  visibly  mounting  from  the  economic  to  the  political 
plane,  and,  as  autumn  turned  to  winter  in  1931,  the  spectre  of  War, 
which  had  been  thrust  into  the  background  of  human  forebodings 
during  the  past  twelve  months  by  the  more  instant  menace  of 
economic  dissolution,2  began  to  display  its  dreadful  countenance  once 
again. 

(7)  From  the  Close  of  the  Hoover-Laval  Conversations  at  Washington 

on  the  25th  October,  1931,  to  the  Opening  of  the  World  Disarmament 

Conference  at  Geneva  on  the  2nd  February,  1932. 

The  six  months  ending  with  October  1931  had  seen  the  progressive 
breakdown  of  the  system  of  credit  and  exchange,  which  was  the 
backbone  of  the  prevailing  World  Economic  Order;  but  that  was 
not  the  end  of  the  ravages  which  the  year  1931  was  to  bring  in  its 
train.  With  ferocious  impartiality  this  annus  terribilis  overthrew, 
one  after  another,  the  ‘  Great  Society’s  ’  indispensable  institutions — 

1  See  Part  IV,  Introduction  and  section  (iii)  (b). 

2  On  this  point,  see  pp.  10-13,  above. 
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economic  and  political,  new  and  old.  While  six  months  were  needed 
to  dislocate  an  international  financial  system  which  by  that  time  had 
been  in  operation  for  more  than  a  century,  the  last  three  months  of 
the  year  sufficed  for  undoing  the  system  of  collective  security  which 
had  been  built  up  during  and  since  the  peace  settlement  after  the 
General  War  of  1914-18.  The  recentness  and  callowness  of  this 
collective  system,  which  made  it  an  easy  prey  for  Japanese  militarism, 
did  not  make  its  destruction  a  matter  of  indifference  to  Mankind; 
for,  although  the  system  was  new,  it  was  already  clear  that  the  ‘  Great 
Society  ’  could  no  longer  exist  in  a  condition  of  inter-state  anarchy 
in  an  age  when  a  rapid  advance  in  material  technique,  and  in  the 
capacity  for  mobilizing  social  forces,  had  ‘keyed  up’  the  institution 
of  War  to  an  unprecedented  pitch  of  destructive  intensity.  The 
World  Economic  Order  which  had  come  into  existence  in  the  course 
of  the  nineteenth  century  might  or  might  not  be  destined  to  perish 
in  the  twentieth  century  in  consequence  of  its  own  internal  maladies  ; 
but  it  was  certain  that  it  could  not  survive  unless  a  complementary 
and  coextensive  political  order  were  successfully  built  up  around  it. 
Thus  the  financial  crisis  which  occupied  the  middle  months  of  the 
year  1931,  and  the  political  crisis  which  then  followed,  were  doubly 
related  to  one  another.  While  the  decline  in  Japanese  exports  in 
consequence  of  the  World  Economic  Crisis  precipitated  the  outbreak 
of  Japanese  militarism  in  September  1931,  as  has  been  observed 
above,  this  Japanese  explosion,  which  blew  a  breach  in  the  new 
collective  system  of  security,  thereby  administered  a  fresh  shock  to 
international  confidence,  and  thus  made  a  formidable  contribution 
to  the  obstacles  in  the  way  of  financial  and  economic  recovery. 

From  October  1931  onwards,  the  political  crisis  dwarfed  the 
financial  crisis — not  only  on  account  of  its  own  intrinsic  gravity,  but 
in  view  of  the  approach  of  the  World  Disarmament  Conference  at 
Geneva,  which  could  not  have  had  a  more  untoward  overture  and 
accompaniment  than  this  Far  Eastern  imbroglio  which  was  a  war  in 
everything  but  the  name.  If  a  record  of  Far  Eastern  affairs  during 
the  last  three  months  of  1931  were  to  be  included  in  this  part  of  this 
Survey  to  scale,  it  would  overshadow  everything  else ;  and,  for  this 
very  reason,  it  has  seemed  more  convenient  to  reserve  Far  Eastern 
affairs  in  1931  for  separate  treatment  in  another  place,  and  to  confine 
the  concluding  portion  of  this  section  to  a  continuation  of  the  record 
of  the  financial  crisis,  which  did  not  cease  to  be  critical  just  because 
it  was  overshadowed  by  the  onset  of  yet  more  critical  events  on  the 
political  plane. 

In  the  phase  of  the  financial  crisis  winch  followed  the  Hoover-Laval 
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conversations  of  the  23rd-25th  October,  1931,  the  main  line  of  inter¬ 
national  action  was  a  long-drawn-out  effort  to  prepare  the  ground — 
so  many  times  fruitlessly  ploughed  before — for  an  inter-European 
settlement  of  the  Reparations  Problem,  as  a  first  step  towards  a 
comprehensive  settlement  of  the  whole  problem  of  inter-Govem- 
mental  debts. 

In  the  technical  sphere,  the  immediate  question  at  issue  was  the 
relation  between  the  Reparations  claims  of  foreign  Governments  and 
the  commercial  claims  of  private  creditors  upon  German  resources. 

On  the  29th  October,  in  the  United  States,  a  Belgian  financier, 
Monsieur  Erancqui,1  who  had  just  paid  a  visit  to  the  White  House 
at  Washington,  had  interviews  with  American  bankers  in  New  York ; 
and  it  was  understood  that,  in  these  conversations,  plans  were  dis¬ 
cussed  for  the  organization  of  a  bank  to  convert  German  short-term 
international  debts  into  loans  maturing  in  some  period  of  from  three 
to  five  years.  On  the  30th  October,  the  German  Ambassador  aupres 
the  French  Government  arrived  in  Berlin ;  and  his  visit  to  his  own 
Government’s  head-quarters  was  interpreted  as  portending  imminent 
Franco-German  negotiations  on  the  question  of  short-term  credits, 
and  possibly  on  the  question  of  Reparations  as  well.  On  the  same  day, 
the  Reichsbank  published  figures  showing  that  the  amount  of  German 
private  (in  the  sense  of  non-inter-Governmental)  indebtedness  abroad, 
as  at  the  28th  July,  1931,  was  1 2,000,000,000  marks  on  short  term  (i.e.  on 
terms  of  less  than  one  year)  and  11,500,000,000  marks  on  long  term. 

On  the  2nd  November,  Monsieur  Laval  arrived  in  Paris  on  his 
return  home  from  Washington ;  and  on  the  3rd,  at  a  meeting  with  the 
German  Ambassador,  who  had  likewise  returned  to  Paris  from  Berlin, 
the  French  Prime  Minister  announced  that  his  Government  were 
ready  to  discuss  Franco-German  relations  on  the  widest  basis.  On 
the  8th  November,  the  French  Ambassador  aupres  the  German 
Government  arrived  in  Paris  to  consult  with  Monsieur  Laval ;  and  on 
the  10th  Monsieur  Briand  had  conversations  with  both  Ambassadors, 
apparently  with  the  object  of  devising  a  formula  for  the  convening 
of  the  Advisory  Committee  which  was  provided  for  under  the  Young 
Plan.  On  the  18th  November,  it  was  reported  that  the  diplomatic 
discussions  between  the  French  and  German  Governments  on  the 
procedure  to  be  followed  in  the  re-examination  of  the  Reparations 
Problem  had  virtually  been  concluded;  and  on  the  19th  an  applica- 

1  Monsieur  Francqui  was  also  tlie  author  of  a  plan,  which  had  been  dis¬ 
cussed  during  the  summer  by  various  sub-committees  of  the  Commission  of 
Inquiry  for  European  Union,  for  the  creation  of  an  international  hank  which 
would  grant  long-term  credits  to  any  country  in  need  of  them  and  not  merely 
to  Germany. 
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tion  from  the  German  Government  for  the  convening  of  the  Young 
Plan  Advisory  Committee  was  duly  dispatched  to  the  Bank  for 
International  Settlements.  The  composition  of  the  Committee  was 
announced  by  the  Bank  on  the  25th.  In  the  Chamber  of  Deputies 
in  Paris,  on  the  26th,  the  priority  of  Reparations  over  private  debts 
was  insisted  upon  by  Monsieur  Laval  in  a  restatement  of  the  French 
Government’s  policy  regarding  Reparations.1  The  French  Minister 
for  Finance,  Monsieur  Flandin,  visited  England  on  the  28th-30th 
November ;  and  in  a  statement  to  the  press  which  he  made  upon  his 
return  to  Paris  he  mentioned  that  he  had  discussed  War  Debts  and 
Reparations,  as  well  as  the  renewal  of  credits  and  the  stabilization  of 
currencies,  but  not  the  question  of  tariffs. 

On  the  7th  December,  the  Young  Plan  Advisory  Committee  met 
in  Basle ;  and  on  the  same  day  the  French  Government,  through  their 
diplomatic  representatives  abroad,  communicated  their  views  on 
the  question  of  Reparations  to  the  other  Governments  concerned. 
On  the  11th  December,  in  Berlin,  negotiations  were  opened  between 
the  representatives  of  German  debtors  and  the  representatives  of 
banking  interests  in  the  countries  concerned  in  the  Standstill  Agree¬ 
ment.2 

A  sign  of  the  United  States  Government’s  readiness  to  move  was 
given  in  President  Hoover’s  Presidential  Message,  which  was  read  to 
the  Congress  at  Washington  on  the  10th  December.  The  message 

1  On  the  13th  November,  Mr.  Baldwin  had  referred  to  the  question  of 
Reparations  and  private  debts  in  the  course  of  a  speech  in  the  House  of  Com¬ 
mons  at  Westminster.  He  had  pointed  out  that  London  had  been  largely 
instrumental  in  financing  Germany  during  the  past  ten  years,  thereby  making 
it  possible  for  her  to  carry  on  international  trade  and  to  pay  Reparations.  He 
had  declared  that  these  financial  advances  were  not  of  a  speculative  nature, 
but  represented  the  best  type  of  security  known  to  the  market,  and  that  it 
was  ‘  clear  that  the  security  for  these  obligations  must  not  be  endangered  by 
political  debts.  If  that  were  to  take  place  it  would  destroy  Germany’s  com¬ 
mercial  credit,  and  once  Germany’s  commercial  credit  were  destroyed,  there 
would  be  no  future  prospect  at  all  for  Reparations.’  This  statement  aroused 
considerable  resentment  in  France,  where  the  view  was  widely  held  that 
Germany’s  short-term  obligations  represented  the  consequences  of  extravagant 
borrowing  for  non-productive  purposes,  and  that  the  lenders,  having  granted 
these  credits  at  a  high  rate  of  interest  in  the  hope  of  making  exceptional 
profits,  ought  to  bear  the  penalties  of  their  own  imprudence.  This  attitude  of 
mind  was  reflected  in  a  leading  article  in  Le  Temps  on  the  15tli  November, 
in  which  it  was  alleged  that  Germany  would  have  been  able  to  meet  all  her 
obligations  from  her  own  means  in  the  normal  way  if  she  had  not  wantonly 
wasted  her  resources.  It  was  ‘this  policy  of  recourse  to  foreign  credits  without 
provision  for  their  repayment  which’  had  ‘driven  the  Reich  to  fresh  catas¬ 
trophe’;  and  those  who  had  encouraged  this  policy  ‘by  a  too  facile  granting  of 
short-term  credits  ’  bore  ‘a  heavy  share  of  responsibility  for  the  present  crisis  ’. 

2  See  p.  113,  above. 
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recommended  the  re-establishment  of  the  World  War  Foreign  Debt 
Commission  (which  had  previously  been  on  foot  from  1922  to  1927), 
with  authority  to  examine  problems  arising  in  connexion  with  foreign 
debts  during  the  current  economic  emergency.  Opposition  to  this 
proposal  was  expressed  by  Mr.  Borah  and  other  Senators  on  the  11th  ; 
and  this  was  a  prelude  to  more  serious  trouble,  apropos  of  the  Hoover 
Moratorium  itself.  On  the  13th,  it  appeared  that  Congress  was  not 
only  displaying  violent  opposition  to  the  Administration’s  proposal 
for  the  re-establishment  of  the  Debt  Funding  Commission,  but  was 
also  unwilling  to  adopt  the  Hoover  Plan  until  a  general  inquiry  into 
it  had  been  held  by  committees  of  both  Houses.  In  the  event,  the 
legislation  necessary  for  the  ratification  of  the  Hoover  Plan,  which 
was  introduced  into  the  House  of  Representatives  on  the  14th,  was 
passed  by  the  House  on  the  18th  December,  and  by  the  Senate  on 
the  22nd ;  and  indeed  it  was  evident  from  first  to  last  that  Congress 
could  not  and  would  not  actually  reject  the  Hoover  Plan  at  this 
stage,  and  that  it  would  content  itself  with  a  show  of  opposition  to 
assert  its  authority  and  relieve  its  feelings.  It  was  disconcerting, 
however,  that  a  parliamentary  body  wielding  the  enormous  power 
of  the  Congress  of  the  United  States  should  still  be  kicking  against 
the  pricks  at  a  time  when  the  logic  of  financial  and  economic  facts 
have  become  so  overwhelmingly  manifest ;  and  it  was  disappointing 
that  President  Hoover’s  forethought  six  months  earlier,  in  June, 
in  securing  wide-spread  Congressional  support  for  his  demarche  at 
the  time,1  was  not  counted  to  him  for  righteousness  by  Congress  in 
the  sequel.  It  was  also  ominous  that  the  ratificatory  Joint  Resolu¬ 
tion  of  the  two  Houses  stipulated  that  it  was  ‘against  the  policy  of 
Congress  that  any  of  the  indebtedness  of  foreign  countries  to  the 
United  States  should  be  in  any  manner  cancelled  or  reduced’.  In 
displaying  this  temper,  Congressmen  were  of  course  merely  reflecting 
the  temper  which  they  had  found  prevailing  among  their  constituents 
before  their  re-assemblage  in  Washington ;  and  this  temper  at  this 
time  was  not  peculiar  to  the  people  of  the  United  States.  In  almost 
every  country  in  the  world,  from  the  United  States  to  the  United 
Kingdom,  and  from  France  and  Germany  to  Japan,  economic  and 
financial  stress  was  at  this  time  evoking  some  more  or  less  militant 
manifestation  of  Nationalism. 

In  Europe,  meanwhile,  the  Young  Plan  Advisory  Committee  had 
completed  its  hearing  of  Germany’s  case  by  the  14th  December,  and 
had  entered  on  that  day  upon  an  inquiry  into  ‘the  economic 
and  financial  situation  of  Germany  in  its  relation  to  World  Economy  ’. 

1  See  p.  73,  above. 
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The  Committee’s  report  was  completed  and  signed  on  the  23rd 
December.  Its  conclusion  was  that  Germany  had  justification  for 
requiring  a  moratorium  on  the  Young  Plan  Conditional  Annuity, 
but  that  there  was  no  reason  to  suppose  that  Germany,  any  more 
than  other  countries,  would  not  recover  a  certain  measure  of  pros¬ 
perity  in  the  event  of  the  world  recovering  from  the  depression.1 

There  were  contemporaneous  interchanges  of  views  between  the 
Governments.  A  British  reply  to  the  French  memorandum  of  the 
7th  December  was  delivered  on  the  17th  December,  and  an  Italian 
reply  on  the  21st.  On  the  18th-20th  December,  preliminary  conversa¬ 
tions  in  regard  to  the  British  note  took  place  in  Paris  between  officials 
of  the  French  Treasury  and  Sir  Frederick  Leith-Ross.  On  the  28th 
it  was  reported  that  Mr.  MacDonald  had  invited  Monsieur  Laval  to 
meet  him,  for  a  discussion  of  the  Reparations  question,  in  the  near 
future.  On  the  30th  December,  it  was  announced  that  the  British 
Government  were  notifying  the  other  Powers  concerned  that  they 
considered  Lausanne  to  be  a  suitable  place  for  the  contemplated 
Reparations  Conference  and  the  18th  January  a  suitable  date.  On  the 
31st,  it  was  announced  that  this  British  suggestion  had  been  accepted 
by  all  the  Governments  concerned,  but  that  the  French  acceptance 
was  only  provisional;  and  on  the  8th- 12th  January  Sir  Frederick 
Leith-Ross  held  another  series  of  preparatory  conversations  with 
French  Treasury  experts  in  Paris.  In  Berlin,  however,  on  the  9th, 
while  these  Anglo-French  conversations  were  in  progress,  Dr.  Briining 
made  a  statement  to  the  effect  that  Germany’s  situation  rendered  it 
impossible  for  her  to  continue  to  make  political  payments.  This 
German  statement  was  not  only  ill -received  in  France  but  was  reported 
actually  to  have  brought  the  Franco-British  conversations  to  a 
standstill.  Yet  the  German  Chancellor  was  merely  stating  a  matter 
of  fact,  which  was  already  common  knowledge  to  every  well-informed 
person  in  France  as  well  as  outside  the  French  frontiers.  In  France, 
Dr.  Bruning’s  utterance  had  been  anticipated  by  the  Depeche  de 
Toulouse,  one  of  the  most  authoritative  and  influential  organs  of  the 
French  provincial  press,  which,  on  the  4th  January,  had  published  an 
article  advocating  a  complete  renunciation  of  Reparations.  In  Italy, 
Dr.  Bruning’s  utterance  was  promptly  echoed  by  Signor  Mussolini.  The 
necessity  that  the  Lausanne  Conference  should  end  in  a  cancellation 

1  The  implication  that  Germany  would  also  recover  a  certain  capacity  to 
pay  Reparations  was  subsequently  underlined  by  a  member  of  the  Advisory 
Committee,  Sir  Walter  Layton.  In  a  speech  delivered  in  London  on  the 
13th  January,  1932,  Sir  Walter  Layton  strongly  advocated  rviping  the  slate 
clean  in  the  matter  of  inter- Governmental  debts,  but  he  declared,  at  the  same 
time,  that  it  was  quite  clear  that  Germany  ‘could  pay  something’. 
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of  debts  and  credits  was  proclaimed  in  two  evidently  inspired 
articles  which  appeared  in  the  Popolo  d' Italia  on  the  12th  January, 
1932,  and  on  the  14th.  By  this  time  the  Congress  at  Washington 
was  also  feeling  some  inclination  to  relent — to  judge  by  a  statement 
of  personal  views  which  was  made  public  by  Senator  Reed  of  Penn¬ 
sylvania  on  the  16th  January.  The  Senator  declared  it  to  be 
inconceivable  that  the  United  States  would  not  consider  sympatheti¬ 
cally  a  proposal  for  a  temporary  adjustment  of  War  Debts  on  the 
ground  of  a  temporary  diminution  of  the  debtors’  capacity  to  pay. 

On  the  19th  January— the  day  after  the  date  originally  suggested  by 
the  British  Government  for  the  opening  of  the  Lausanne  Conference 
— there  were  exchanges  of  views  between  the  British  and  French  and 
the  British  and  German  Governments  on  the  question  of  opening 
the  Lausanne  Conference  on  the  25th.  On  the  20th,  however,  the 
Foreign  Office  in  Whitehall  admitted,  in  a  public  statement,  that  this 
later  date  had  also  now  become  impossible — though  it  was  able  to 
report  that  conversations  between  the  Governments  principally 
concerned  were  still  continuing.  Some  light  was  thrown  upon  these 
conversations  by  an  ‘inspired  communication’  which  appeared  in 
the  German  press  on  the  22nd  January,  1932,  and  which  stated  that, 
in  these  recent  interchanges  of  views,  the  German  Government  had 
repeatedly  rejected  a  proposal  that  the  Hoover  Moratorium  should 
be  prolonged  as  a  quid  pro  quo  for  German  consent  to  forgo  the 
Lausanne  Conference  altogether.  In  continuation  of  these  incon¬ 
clusive  conversations,  the  British  Ambassador  in  Paris  had  a  long 
interview  with  Monsieur  Laval  on  the  25th  January.  No  further 
advance  towards  a  settlement  of  the  Reparations  Question  had  been 
made  by  the  statesmen  by  the  time  when  the  World  Disarmament 
Conference  opened  at  Geneva  on  the  2nd  February,  1932;  but  the 
question  had  really  long  ago  been  taken  out  of  the  statesmen’s  hands 
by  the  ever  more  imperious  and  ever  more  menacing  march  of  events. 

Meanwhile,  the  bankers  and  business  men  were  showing  a  greater 
readiness  than  the  statesmen  to  face,  and  to  act  upon,  the  facts.  On 
the  11th  January,  1932,  the  Governing  Body  of  the  Bank  for  Inter¬ 
national  Settlements  agreed  to  renew  to  the  Reichsbank  for  three 
months  the  current  credit  of  $25,000,000  which  was  due  to  expire  on 
the  4th  February ;  and  on  the  28th  January  the  Council  of  the  Bank 
of  France  likewise  renewed — though  only  for  one  month — the  equal 
credit  of  $25,000,000  which  it  had  granted  to  the  Reichsbank  at  the 
same  time.1  On  the  23rd  January  an  agreement  was  initialled  in 

1  The  grand  total  of  this  credit  (granted  on  the  25th  June)  had  been 
$100,000,000,  contributed  in  four  shares  of  $25,000,000  each  by  the  B.I.S.,  the 


Sect,  i 


ANNUS  TERRIBILIS  1931 


143 


Berlin  by  representatives  of  the  German  Debtors’  Committee  and 
of  the  Foreign  Creditors’  Standstill  Committee  prolonging  for  one 
year,  with  certain  modifications,  the  Standstill  Agreement  for  German 
short-term  debts  which  had  been  drawn  up  at  Basle  in  the  previous 
August,1  and  which  expired  on  the  28th  February,  1932.  On  the 
24th  January,  the  bankers  representing  Germany’s  foreign  creditors 
issued  their  report,  in  which  a  summary  of  the  main  features  of  the 
new  agreement  was  prefaced  by  certain  general  remarks.  The  bankers 
emphasized  the  fact  that  a  standstill  agreement,  in  the  nature  of  the 
case,  was  only  a  temporary  measure  designed  to  give  time  for  a 
fundamental  solution,  and  that  foreign  creditors  and  German  debtors 
alike  were  unable  to  control  the  main  current  of  events  but  must 
await  the  decisions  of  the  Governments.  They  also  pointed  out  the 
importance,  in  the  interests  of  the  creditors,  of  not  weakening  the 
credit  structure  of  Germany  any  further  by  immediate  repayments, 
but  of  allowing  time  for  Germany’s  recuperative  powers  to  take  effect. 
The  short-term  debts,  already  matured  or  maturing  before  the 
1st  March,  1933,  which  would  be  dealt  with  under  the  new  agreement 
amounted  to  about  5,360,000,000  reichsmarks.  The  bankers  ex¬ 
pressed  the  opinion  that  it  would  ‘  not  be  difficult  for  a  great  country 
like  Germany  to  carry  a  short-term  debt  of  this  amount’  when  the 
world  returned  to  a  normal  condition. 

While  the  Reparations  Problem  remained  fast  bound  in  misery  and 
iron,  the  currency  problem  gave  the  appearance  of  not  being  quite  so 
acute  during  the  four  months  ending  with  January  1932  as  it  has 
shown  itself  during  the  six  weeks  immediately  preceding  the  fall  of 
the  pound  sterling  on  the  21st  September,  1931.  The  pound  itself 
reached  its  nadir  on  the  1st  December,  when,  on  the  New  York  Ex¬ 
change,  it  touched  $3*23:  the  lowest  point  at  which  it  had  stood  at 
any  time  since  the  4th  February,  1920.  But  it  only  fell  to  this  point 
in  order  to  rise  appreciably  again  and  stand  more  or  less  steady  there¬ 
after  (as  has  been  mentioned,  by  anticipation,  above)2  at  about 
70  per  cent,  of  its  previous  gold  value.  A  certain  recovery  of  financial 
strength  was  also  indicated  in  an  announcement — made  on  the  25th 
January,  1932 — that  the  Bank  of  England  had  decided  to  complete 
on  the  1st  February  the  repayment  of  the  credit  of  £50,000,000 
which  it  had  received  on  the  1st  August,  1931,  from  the  Bank 
of  France  and  the  Federal  Reserve  Bank  of  New  York.3  On  the 


Bank  of  France,  the  Bank  of  England,  and  the  Federal  Reserve  Bank  of  New 
York  (see  p.  74,  above). 

1  See  pp.  113  and  139,  above.  2  See  p.  128,  above. 

3  See  p.  96,  above.  The  recovery  of  financial  strength  which  was  indicated 
by  the  repayment  of  this  credit  was  assisted  by  the  arrival  in  London  of  large 
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European  Continent,  the  6th  November  saw  the  last  meeting  of 
a  conference  of  Central  and  South-East  European  note  issue 
banks — attended  by  two  representatives  of  the  B.I.S. — which  had 
been  sitting  at  Prague  to  discuss  the  drastic  foreign  exchange  regula¬ 
tions  which  were  now  in  force  in  various  countries.  Perhaps  the  most 
interesting  feature  in  the  currency  domain  during  these  three  months 
was  the  long  struggle  to  remain  on  the  Gold  Standard  which  was 
waged  by  the  Union  of  South  Africa.1 

On  the  6th  January,  1932,  the  Gold  Delegation  of  the  Financial 
Committee  of  the  League  of  Nations  met  at  Geneva  in  order  to  make 
a  general  study  of  the  causes  of  the  fluctuations  in  the  purchasing 
power  of  gold,  and  of  the  social  effects.  On  the  19th  January,  the 
Economic  Committee  of  the  League  adopted  a  report  to  the  Council 
in  which  they  dealt,  among  other  questions,  with  the  influence  of  the 
financial  situation  on  the  international  exchanges. 

In  Great  Britain,  after  the  General  Election  of  the  27th  October, 
the  membership  of  Mr.  MacDonald’s  new  Cabinet  was  announced  on 
the  5th  November;  and  the  Government  immediately  began  to  im¬ 
pose  duties  on  imports  into  the  United  Kingdom.  These  duties  were 
in  the  first  instance  provisional ;  but,  in  view  of  the  strength  in  which 
the  Conservative  Party  had  been  returned  in  the  elections,  the  world 
evidently  had  to  reckon  with  the  prospect  of  seeing  the  United 
Kingdom  transformed  from  a  Free  Trade  country  into  a  protectionist 
country  in  general  and  en  permanence ;  and  the  United  Kingdom’s 
share  in  international  trade  was  still  so  large  that  this  prospect 
inevitably  produced  widespread  anxieties  and  reactions. 

An  Abnormal  Importations  (Customs  Duties)  Bill  passed  its  final 
stages  in  the  House  of  Commons  at  Westminster  on  the  19th  Novem¬ 
ber  and  became  law  next  day  after  passing  through  the  House  of 
Lords  and  receiving  the  Royal  Assent.  On  the  latter  day — the 
20th  November — there  was  issued  a  first  list  of  articles  on  which 
customs  duties  were  to  be  levied  under  the  Act.  A  second  order  for 
the  restriction  of  abnormal  importations  was  issued  on  the  30th 
November,  and  a  third  on  the  17th  December.  On  the  24th  December 
the  first  order  was  issued  under  a  Horticultural  Products  (Emergency 
Customs  Duties)  Act  which  had  just  come  into  force,  and  by  which 

shipments  of  gold  from  India.  The  decision  of  the  Government  of  India  to 
link  the  rupee  to  sterling  and  not  to  gold  (see  p.  122,  above)  caused  gold  to 
rise  at  once  to  a  substantial  premium  in  India  as  well  as  in  London,  and  this 
stimulated  steady  sales  of  gold  out  of  India’s  hoards.  Shipments  of  consider¬ 
able  quantities  of  gold  from  India  to  London  began  in  October,  and  by  the  end 
of  the  year  the  total  value  of  these  shipments  had  reached  about  £22,000,000. 

1  See  pp.  122-3,  above  and  p.  234,  below. 
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duties  were  imposed  on  certain  kinds  of  fresh  fruits,  vegetables,  and 
flowers.  A  perhaps  inevitable  division  of  counsels  in  the  National 
Government  declared  itself  on  the  21st  January,  1932,  when  a  Com¬ 
mittee  of  Ministers  which  had  been  studying  proposals  for  adjusting 
the  balance  of  trade  presented  a  memorandum  (but  not  a  unanimous 
report)  to  the  Cabinet  on  the  existing  position  and  on  the  steps 
which  could  be  taken  to  improve  it.  On  the  22nd,  it  was  announced 
that  the  Cabinet  had  found  it  impossible  to  reach  a  unanimous 
conclusion  on  the  Committee’s  recommendations,  and  had  therefore 
decided  to  waive  the  traditional  constitutional  principle  of  collective 
Cabinet  responsibility. 

These  protective  measures,  folio  whig  with  cumulative  force  upon 
the  depreciation  of  the  pound  sterling,  promised  or  threatened 
(according  to  the  observer’s  national  point  of  view)  to  alter  the 
current  ratio  of  United  Kingdom  imports  and  exports  to  a  degree 
which  would  have  a  sensible  effect  upon  the  general  course  of  inter¬ 
national  trade.  The  defensive  measures  which  were  taken  in  Canada 
upon  the  fall  of  the  pound  have  been  mentioned  already  J  and  the 
new  British  Government’s  introduction  of  import  duties  now  evoked 
more  energetic  and  more  widespread  foreign  reactions. 

On  the  14th  November  a  decree  came  into  force  in  France  (in 
pursuance  of  an  ‘anti-dumping’  bill  which  had  become  law  in  the 
previous  August),  by  which  surtaxes  were  imposed  on  goods  from 
countries  with  depreciated  currencies  at  the  rate  of  15  per  cent,  on 
goods  from  the  United  Kingdom  and  Australia  and  7  per  cent,  on 
goods  from  India.  On  the  2nd  December,  the  French  Ambassador  in 
London  informed  the  Foreign  Office  of  his  Government’s  desire  to 
open  conversations  in  regard  to  commercial  relations,  and  especially 
in  regard  to  difficulties  arising  out  of  the  new  British  import  duties. 
On  the  4th  it  was  reported  that  French  importers  and  shippers  had 
protested  to  Monsieur  Laval  against  the  new  British  duties  on  the 
ground  that  they  were  aggravating  unemployment  in  France.  On 
the  5th,  the  French  Minister  of  Commerce,  Monsieur  Rollin,  issued  a 
communication  to  the  press  in  which  he  contested  a  statement — made 
in  the  House  of  Commons  at  Westminster  by  the  President  of  the 
Board  of  Trade,  Mr.  Runciman,  on  the  4th — that  the  French  duty  of 
15  per  cent.,  which  had  been  imposed  on  certain  British  imports  on 
the  14th  November,  was  ‘discriminatory’.  The  British  Government 
returned  to  the  charge  on  the  11th  December  by  protesting  against 
the  French  surtax  officially  in  a  note  addressed  to  the  French  Govern¬ 
ment.  On  the  6th-9th  December,  the  Belgian  Minister  for  Foreign 

1  See  p.  129,  above. 
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affairs,  Monsieur  Hymans,  visited  London  to  discuss  tariff  questions 
in  particular,  and  international  affairs  in  general,  with  Mr.  Runciman 
and  with  the  new  Foreign  Secretary,  Sir  John  Simon ;  and  the  Polish 
Foreign  Minister,  Monsieur  Zaleski,  arrived  in  the  capital  of  the 
United  Kingdom  on  the  day  on  which  Monsieur  Hymans  took  his 
departure  and  remained  there  till  the  12th  December.  While  France 
reacted  to  the  new  British  tariff  policy  with  conspicuous  energy,  she 
did  not  stand  to  lose  so  much  by  it  as  Germany ;  for  Germany  was  not 
only  a  more  highly  industrialized  country  than  France  but  she  was 
also  constrained  to  maintain  an  abnormally  high  export  surplus1  as 
the  only  means  open  to  her  of  paying  Reparations.  On  the  27th 
November,  the  German  Ambassador  in  London  called  at  the  Foreign 
Office  to  propose  that  the  new  British  import  duties  should  be  made 
the  subject  of  Anglo-German  negotiations.  It  was  announced, 
however,  on  the  18th  December,  that  this  German  request  had  been 
met  by  the  British  Government  with  a  discouraging  reply.  Mean¬ 
while,  the  German  Government  had  been  empowered  already,  on  the 
1st  December,  to  vary  the  current  German  import  duties  at  will,  ‘in 
case  of  urgent  economic  necessity’,  until  the  reassemblage  of  the 
Reichstag  on  the  23rd  February,  1932.  A  first  decree  providing  for 
the  protection  of  the  German  internal  market  against  imports  from 
countries  with  depreciated  currencies  was  published  on  the  19th 
January.  As  for  the  upshot  of  Monsieur  Hymans’s  conversations  in 
London,  this  became  evident  on  the  21st  December,  when  the 
Belgian  Government  decided  to  put  into  application  a  law  of  1920 
which  authorized  the  temporary  establishment,  in  case  of  economic 
necessity  and  in  times  of  crisis,  of  extraordinary  surtaxes  on  certain 
foreign  products.  The  Polish  Government,  again,  decided  on  the 
30th  December — in  view  of  measures  previously  taken  in  other 
countries — to  enforce,  as  from  the  1st  January,  1932,  the  prohibition 
of  certain  imports  and  to  increase  the  rates  of  customs  duties  levied 
upon  certain  other  imports. 

In  the  internal  life  of  Great  Britain  during  the  three  months  ending 
with  January  1932  there  was  a  certain  amount  of  industrial  unrest  in 
connexion  with  the  lowering  of  wages  and  alteration  of  conditions  of 
work. 

On  the  28th  November,  for  example,  the  master  cotton  spinners 
in  Lancashire  served  notices  upon  the  operatives’  organizations 

1  The  complete  returns  of  German  trade  in  1931  which  were  published  on  the 
19th  January,  1932,  showed  that,  over  the  whole  year,  Germany  had  held  her 
position  as  the  second  exporting  country  of  the  world  (the  United  States  being 
the  first),  while,  for  some  months  during  the  summer  and  early  autumn,  Ger¬ 
man  exports  had  actually  exceeded  United  States  exports. 
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denouncing,  as  from  the  31st  December,  1931,  the  agreement  which 
was  (and  had  been  for  some  twelve  years  past)  in  force  in  regard  to 
hours  and  wages.  Thereafter,  the  masters  proposed  that  the  new 
conditions  which  were  to  come  into  operation  on  the  1st  January, 
1932,  should  be  the  subject  of  negotiations;  but  this  proposal  was 
rejected  by  the  trade  unions  concerned  on  the  15th  December.  On 
the  other  hand,  on  the  7th  December,  the  Docks  section  of  the 
Transport  and  General  Workers’  Union  agreed  to  a  reduction  of  10 d. 
a  day  in  the  wages  of  dockers  throughout  the  United  Kingdom. 
On  the  31st  December,  the  London  Underground  Railways  Group 
of  Companies  asked  the  several  unions  representing  their  employees 
to  enter  into  immediate  negotiations  for  a  temporary  reduction  of 
wages  in  view  of  a  heavy  fall  which  they  had  suffered  in  their  revenues. 
On  the  5th  January,  1932,  the  Port  of  London  watermen  went  on 
strike  against  a  reduction  of  wages  which  had  been  proposed  by  the 
employers  and  accepted  by  the  watermen’s  representatives.  In  the 
midst  of  these  industrial  conflicts  and  readjustments,  an  almost 
sensational  effect  was  produced  by  an  announcement,  on  the  10th 
December,  1931,  that  the  Board  of  the  Cunard  Company  had  decided 
to  suspend  work  on  a  new  vessel  that  was  in  process  of  construction. 
This  announcement  damped  the  hope,  which  had  been  fostered 
somewhat  irresponsibly  in  the  popular  press,  that  the  fall  of  the 
pound  would  stimulate  a  spectacular  revival  of  British  trade. 

In  Germany,  on  the  29th  October,  the  first  joint  session  of  the 
Reich  Cabinet  and  the  new  Economic  Advisory  Council1  was  opened 
by  President  Hindenburg.  The  financial  situation  of  Germany  was 
still  very  serious,  as  was  shown  by  a  series  of  untoward  symptoms: 
the  tightening  of  the  control  over  foreign  exchange  transactions  on 
the  17th  November ;  the  failure  of  the  Berliner  Bank  fur  Handel  und 
Grundbesitz  on  the  1 9th ;  the  failure  of  the  machinery  manufacturing 
firm  of  Borsig  on  the  18th  December.  Nevertheless,  by  contrast 
with  the  preceding  months,  the  situation  showed  a  distinct  improve¬ 
ment,  which  was  to  be  attributed  partly  to  Germany’s  abnormally 
large  export  surplus  (though  this  was  now  threatened,  as  has  been 
noted  above,2  by  the  new  British  import  duties)  and  partly  to  the 
forbearance  which  was  being  exercised — under  the  force  majeure  of 
inexorable  facts — by  Germany’s  foreign  creditors.3 

While  the  financial  and  economic  pressure  under  which  Germany 
was  labouring  was  thus  somewhat  alleviated,  it  was  by  no  means 
removed ;  and  its  weight  was  indicated  not  only  by  the  symptoms 
already  mentioned  above,  but  still  more  plainly  by  the  signature,  on 

1  See  p.  130,  above.  2  See  p.  146,  above.  3  See  p.  143,  above. 
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the  8th  December,  of  a  Fourth  Emergency  Presidential  Decree  which 
included  drastic  provisions  for  reducing  prices,  railway  freights, 
wages,  official  salaries  and  rates  of  interest,  and  for  increasing  the 
turnover  tax.  At  the  same  time,  it  was  noteworthy  that  this  Fourth 
Emergency  Decree  contained  a  political  as  well  as  an  economic 
chapter.  It  prohibited  the  wearing  of  political  uniforms  and  political 
badges ;  it  regulated  the  private  possession  of  arms ;  and  it  provided 
for  a  general  political  truce  until  Christmas.  This  chapter  in  the 
German  Emergency  Decree  of  8th  December,  1931,  was  significant. 
It  reflected  the  fact  that  in  Germany,  as  in  the  world  at  large,  at  this 
time,  economic  troubles  were  once  again  being  overtopped  and  over¬ 
shadowed  by  political  troubles  to  which  they  were  giving  rise.  It 
was  a  sign  of  the  times  that,  on  the  15th  November,  in  the  elections 
for  the  Diet  of  the  German  Land  of  Hessen,  there  was  an  increase  of  a 
hundred  per  cent,  in  the  National-Socialist  vote  ;  and  the  same  month 
brought  with  it  other  symptoms  in  Germany  of  nationalistic  hyperaes- 
thesia.  On  the  20th  November,  for  instance,  a  man  who  was  alleged 
to  be  a  Polish  citizen  was  sentenced  by  the  High  Court  at  Breslau  to 
six  months’  imprisonment  on  a  charge  of  having  spied  upon  a  rally 
of  the  Stahlhelm  Organization.  On  the  23rd  November,  again, 
sentences  of  eighteen  months’  imprisonment  each  were  passed  by  the 
Supreme  Court  at  Leipzig  upon  the  editor  of  a  German  review  and  the 
author  of  an  article  in  the  review  which  was  alleged  to  have  revealed 
German  aviation  ‘secrets’.  Thereafter,  the  internal  political  situation 
in  Germany  came  to  be  dominated  more  and  more  by  the  approach 
of  the  Presidential  Election,  which  was  due,  under  the  German 
Constitution  as  it  stood,  to  be  held  in  March  1932.  Negotiations  were 
opened  with  a  view  to  securing  the  assent  of  the  Nationalists  and  the 
Nazis  to  a  prolongation  of  President  Hindenburg’s  term  of  office  by  a 
constitutional  amendment;  but  on  the  11th  January,  1932,  it  was 
reported  that  this  attempt  to  avert  an  internal  political  conflict  at  a 
time  of  national  emergency  had  been  rejected  by  Herren  Hugenberg 
and  Hitler.  The  shadow  of  the  forthcoming  election  was  thus 
hanging  over  Germany  when  the  German  delegation  presented  itself 
at  Geneva  for  the  opening  of  the  World  Disarmament  Conference  on 
the  2nd  February,  1932. 

In  Austria,  the  three  months  ending  with  January  1932  were  out¬ 
wardly  uneventful.  Indeed,  there  is  little  to  record  beyond  the  fact 
that,  on  the  28th  November,  1931,  an  agreement  was  reached 
between  the  Austrian  Government  and  the  representatives  of  the 
foreign  creditors  of  the  Credit-Anstalt  in  regard  to  the  constitution 
and  duties  of  the  new  executive  committee  of  the  bank.  This  un- 
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eventfulness,  however,  was  not  the  happiness  of  having  no  history  but 
was  rather  the  paralysis  of  despair ;  for  during  the  whole  of  this  time 
the  financial  and  economic  condition  of  Austria  was  patently  de¬ 
generating  from  bad  to  worse. 

In  almost  all  East  European  countries,  by  this  time,  the  sole 
remaining  life-line  was  the  hope  of  French  financial  aid ;  and,  for  a 
political  consideration,  this  financial  assistance  was  still  obtain¬ 
able  in  some  measure.  In  Paris,  on  the  10th  December,  1931,  in 
the  Finance  Committee  of  the  French  Chamber,  the  Prime  Minister, 
the  Finance  Minister,  and  Monsieur  Berthelot  as  representative  of  the 
Foreign  Minister,  mustered  in  force  in  order  to  give  explanations  of 
the  French  loans  which  had  been  made  to  Hungary  in  July,  and  to 
Jugoslavia  a  few  weeks  later,  without  the  previous  sanction  of  the 
French  Parliament.  This  French  loan  to  Hungary,  however,  did  not 
prove  sufficient  in  itself  to  save  the  Hungarian  financial  situation. 
On  the  17th  December,  Baron  Frederick  Koranyi  returned  to  Buda¬ 
pest  from  a  visit  to  Paris  and  London  during  which  he  had  discussed 
with  representatives  of  Hungary’s  creditors  the  conditions  for  a 
further  prolongation  of  existing  ‘standstill  agreements ’.  On  the  22nd 
December,  the  Hungarian  Government  imposed  a  temporary  transfer 
moratorium  by  decree.  Thereafter,  on  the  11th  January,  1932,  the 
Governing  Body  of  the  Bank  for  International  Settlements  agreed  to 
renew  current  loans  to  Hungary  and  Jugoslavia,  as  well  as  a  loan  to 
Austria  which  was  due  to  expire  on  the  16th  of  the  month.  The 
Bank  had  virtually  no  other  alternative  open  to  it ;  for  all  Eastern 
Europe  was  now  financially  in  extremis.  It  is  true  that  in  Austria 
a  certain  relaxation  of  strain  appeared  to  be  indicated  by  a  lowering 
of  the  bank  rate  from  10  per  cent,  to  8  per  cent,  on  the  11th  Novem¬ 
ber  ;  but  the  real  gravity  of  the  East  European  situation  was  mani¬ 
fested  in  the  virtual  embargo  which  was  now  in  force,  in  almost  all 
East  European  countries,  upon  foreign  exchange  transactions.  The 
Central  European  Conference  on  this  question,  which  sat  in  Prague 
from  the  3rd  to  the  6th  November,1  led  to  no  practical  result. 

In  Australia,  again,  at  this  time,  the  tension  was  shifting  from  the 
economic  to  the  political  plane.  On  the  26th  November,  the  Common¬ 
wealth  Government  was  defeated  in  the  House  of  Representatives  by 
thirty-seven  votes  to  thirty-two;  and  on  the  19th  December  the 
United  Australia  Party,  under  the  leadership  of  Mr.  Lyons,  won  a 
decisive  victory  over  the  Labour  Party  in  a  Commonwealth  General 
Election.  The  composition  of  the  new  Commonwealth  Cabinet  was 
announced  on  the  3rd  January,  1932.  On  the  28th  January,  1932,  the 

1  See  p.  144,  above. 
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Australian  Loan  Council  met  to  consider  the  financial  position  at 
the  end  of  the  first  six  months  of  the  Premiers’  Plan  of  May  1931.1 
Treasury  experts  presented  a  report  which  showed  that,  although 
most  of  the  Australian  Governments  had  honestly  attempted  to  keep 
within  the  bounds  prescribed  in  the  plan,  the  financial  year  was  likely 
to  end  with  an  excess  of  nearly  £6,000,000  in  the  combined  deficit, 
beyond  the  limit  of  the  amount  for  which  the  banks  had  promised 
accommodation.2  Nor  had  the  change  of  administration  in  the  Com¬ 
monwealth  Government  eliminated  the  problem  of  the  recalcitrance 
of  New  South  Wales.  On  the  29th  January,  1932,  at  a  meeting  of  the 
Premiers’  Conference,  it  was  announced  that  New  South  Wales  would 
be  unable  to  meet  the  interest  payments  due  in  London  and  New 
York  in  February. 

The  General  Election  which  was  held  in  New  Zealand  on  the  2nd 
December  was  less  dramatic  in  its  outcome  than  the  elections  of  the 
27th  October  in  the  United  Kingdom  and  those  of  the  19th  December 
in  the  Commonwealth  of  Australia.  The  parties  which  had  joined 
in  supporting  the  previous  Coalition  Government  won  an  aggregate  of 
fifty-one  seats  out  of  a  total  of  eighty.  On  the  27th  January,  1932, 
the  new  Government  appointed  a  commission  with  full  powers  to 
investigate  public  expenditure  and  to  recommend  economies. 

In  the  United  States  there  was  no  relief  from  the  internal  financial 
strain  even  when  the  Hoover-Laval  conversations  were  followed  by 
a  cessation  of  the  previous  drain  of  gold  out  of  the  country.3  On  the 
30th  October,  1931,  one  of  the  largest  Labour  banks  in  the  United 
States,  the  Federation  Bank  and  Trust  Company,  had  to  be  taken 
over  by  the  New  York  State  Banking  Department.  In  Washington, 
D.C.,  on  the  7th  December,  when  the  Seventy-Second  Congress  of  the 
United  States  assembled,  a  demonstration  was  made  at  the  Capitol 
by  ‘hunger  marchers  In  his  Presidential  Message  to  Congress  on  the 
8th,  Mr.  Hoover  flew  in  the  face  of  manifest  destiny  when  he  ex¬ 
pressed  confidence  in  the  ability  of  the  United  States  ‘  to  make  a  large 
measure  of  recovery,  independent  of  the  rest  of  the  world’.4  The 

1  See  p.  70,  above.  2  See  p.  113,  above. 

8  A  renewed  increase  in  gold  holdings  in  the  United  States  was  recorded  for 

the  first  time  on  the  5th  November. 

4  On  this  claim  the  following  observations  have  been  received  by  the  writer 
of  this  Survey  from  an  expert  economist:  ‘ Materially ,  President  Hoover  was 
right.  The  United  States  was  large  enough  and  self-sufficient  enough  to  have 
a  local  boom  even  though  the  rest  of  the  world  was  depressed;  the  injury  to 
her  export  trade  through  the  rise  of  internal  prices  would  probably  have  been 
offset  by  the  inflow  of  funds  to  her  stock-market  (as  in  1929).  But  'psychologically 
she  was  incapable  of  moving,  and  certainly  her  efforts  could  not  have  raised 
by  very  much  the  world  prices  of  such  commodities  as  wheat,  coal,  steel,  cotton.’ 
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best  commentary  on  the  President’s  assertion  was  given  by  the  trade 
returns  for  the  first  eleven  months  of  the  current  calendar  year, 
which  showed  a  heavy  decline  in  the  foreign  trade  of  the  United 
States.  Mr.  Hoover  was  on  firmer  ground  when  in  his  Budget 
Message,  which  was  read  to  Congress  on  the  9tli  December,  he  showed 
a  prospective  deficit  for  the  fiscal  year  ending  the  30th  June,  1933,  of 
$1,417,000,000.  On  the  7th  January,  1932,  the  State  Department  at 
Washington  issued  two  statements  explaining  and  defending  its 
course  of  action  in  the  matter  of  foreign  loans  floated  in  the  United 
States.  On  the  11th  January,  a  bill  for  establishing  a  Reconstruction 
Finance  Corporation  with  a  capital  of  $2,000,000,000  was  approved 
by  the  United  States  Senate  and  was  finally  passed  by  Congress  on 
the  22nd — receiving  the  President’s  signature  on  the  27th.  On  the 
14tli  January,  the  City  of  Chicago  was  reported  to  be  in  such  financial 
straits  that,  unless  emergency  measures  for  raising  municipal  funds 
were  passed  forthwith  by  the  Illinois  State  Legislature,  there  was  a 
likelihood  that  the  whole  machinery  of  municipal  government  in 
Chicago  would  break  down  and  that  500,000  people  would  be  in  immi¬ 
nent  danger  of  starvation.  On  the  16th  January,  it  was  reported  that 
in  Northern  Mississippi  30,000  people  had  been  rendered  homeless 
by  floods.  On  the  19th  January,  the  City  of  New  York  found  itself 
in  a  state  of  financial  embarrassment  which  was  grave  enough,  even 
though  less  grave  than  the  financial  condition  of  the  City  of  Chicago. 
On  that  date,  the  New  York  City  Government  succeeded  in  obtaining 
from  bankers  the  promise  of  a  loan  sufficient  to  meet  obligations 
amounting  to  $32,000,000  which  were  to  mature  on  the  21st  January  ; 
but  at  the  same  time  the  bankers  laid  it  down  that  the  balance, 
amounting  to  $150,000,000,  which  was  needed  in  order  to  meet  the 
further  obligations  maturing  during  the  next  few  months  would  not 
be  forthcoming  until  the  City  had  made  reductions  in  its  contem¬ 
plated  expenditure  which  would  be  sufficient  to  keep  its  accounts 
balanced. 

At  Ottawa,  on  the  30th  November,  it  was  announced  that  the 
Canadian  National  Service  Loan  had  been  oversubscribed,  apart 
from  the  substantial  subscriptions  offered  by  Canadian  banks.  The 
salvaging  of  the  public  finances  of  Newfoundland  was  necessarily  a 
more  drastic  process.  A  scheme  of  financial  reorganization  and  control 
came  into  effect  in  Newfoundland  on  the  2nd  December,  1931,  when 
an  official  of  the  Treasury  in  Whitehall,  Mr.  J.  H.  Penson,  became 
Deputy  Finance  Minister,  with  authority  to  exercise  strict  control 
over  Newfoundland  Government  expenditure.  On  the  29th  December 
the  Government  of  Newfoundland  received  a  memorandum  from  the 
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Bank  of  Montreal  and  certain  other  Canadian  banks,  stating  the 
terms  on  which  they  were  prepared  to  provide  the  accommodation 
which  Newfoundland  required  in  order  to  meet  her  immediate  obliga¬ 
tions  ;  and  an  agreement  on  the  terms  of  a  loan  was  reached  on  the 
31st. 

In  France,  these  three  months  made  finally  clear  a  truth  which  had 
gradually  been  becoming  apparent:  the  elementary  but  vital  truth 
that  France  was  no  more  exempt  than  the  United  States  from  the 
common  lot.  On  the  11th  December,  the  first  official  estimate  of 
totally  and  partially  unemployed  persons  in  France  was  given  by  the 
Minister  for  Labour  in  a  debate  in  the  Chamber  of  Deputies.  The 
totally  unemployed  were  estimated  at  300,000  out  of  an  aggregate 
of  2,800,000.  The  French,  like  the  American,  trade  returns  for  the 
first  eleven  months  of  the  calendar  year  1931  showed  a  heavy  de¬ 
crease  in  both  imports  and  exports  by  comparison  with  the  corre¬ 
sponding  period  of  the  year  1930.  On  the  1st  January,  1932,  a  law 
authorizing  an  increase  in  the  State  contribution  to  local  unemploy¬ 
ment  funds  came  into  effect.  The  number  of  permanently  unem¬ 
ployed  persons  in  receipt  of  relief  was  reported  at  this  date  to  be 
147,000.  On  the  22nd  December,  1931,  the  French  Senate  passed  the 
Naval  Building  Programme  for  1932.  Provision  was  made  for  the 
construction  of  four  armoured  cruisers  of  7,800  tons  each,  but  not 
for  the  construction  of  the  controversial  23,300-ton  capital  ship.1  On 
the  12th  January,  1932,  the  French  Cabinet  resigned  in  consequence 
of  the  death  of  the  War  Minister,  Monsieur  Maginot,  on  the  7th,  and 
the  unwillingness  of  the  Foreign  Minister,  Monsieur  Briand  (whose 
imminent  retirement,  for  reasons  of  health,  had  been  announced  on 
the  day  of  Monsieur  Maginot’s  death)  to  surrender  his  portfolio 
unless  all  his  colleagues  in  the  Cabinet  sent  in  their  resignations 
simultaneously.  On  the  13th,  Monsieur  Laval  formed  a  new  Cabinet 
in  which  he  held  the  Foreign  Minister’s  portfolio  as  well  as  the 
Presidency  of  the  Council.  The  reconstructed  Government  secured 
a  vote  of  confidence  in  the  Chamber,  by  a  majority  of  fifty-one,  on 
the  22nd  January. 

In  Italy,  affairs  were  following  much  the  same  course  as  elsewhere. 
Signor  Grandi,  crossing  the  Atlantic  in  Monsieur  Laval’s  w'ake,  spent 
the  16th-20th  November  in  Washington.  At  Rome,  on  the  9th 
November,  the  American  expedient  of  a  Reconstruction  Finance 
Corporation2  was  anticipated  by  the  passing  of  an  Italian  decree-law 
which  set  up  an  Istituto  Mobiliare  Italiano  to  finance  Italian  industry. 
A  report  submitted  to  the  Italian  Chamber  on  the  17th  November 
1  See  p.  80,  above.  2  See  p.  151,  above. 
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showed  that  the  last  financial  year  had  closed  with  a  deficit  of 
896,000,000  lire,  in  contrast  to  the  previous  year’s  surplus  of 
170,000,000  lire.  Estimates  for  the  financial  year  1932-3  which  con¬ 
templated  a  deficit  of  more  than  1,500,000,000  lire  were  approved  by 
the  Italian  Cabinet  on  the  16th  January,  1932.  On  the  15th,  figures 
were  published  in  Rome  which  showed  that  there  had  been  982,321 
unemployed  in  Italy  on  the  31st  December,  1931. 

In  Spain,  the  new  Constitution  of  the  Republic  was  approved  by 
the  Constituent  Assembly  on  the  9th  December,  and  Senor  Zamora 
was  elected  President  of  the  Republic  on  the  10th.  On  the  14th 
January,  1932,  the  Spanish  Minister  of  Labour  estimated  the  number 
of  unemployed  in  Spain  at  considerably  more  than  500,000.  On  the 
17th,  there  were  riots  at  Bilbao,  which  were  followed  on  the  18th  by 
the  local  proclamation,  for  the  second  time,  of  a  general  strike.  On 
the  20th  January,  an  evidently  concerted  Syndicalist  insurrection 
broke  out  at  several  places  in  the  interior  of  Catalonia  simultaneously, 
whereupon  the  Spanish  Government  at  Madrid  took  energetic  action 
with  at  least  tacit  support  from  the  Catalan  Government  at  Barce¬ 
lona.  On  the  21st,  the  military  commandant  at  Barcelona  was 
instructed  to  crush  the  insurrection  immediately  by  the  use  of  every 
means  in  his  power ;  and,  on  the  approach  of  the  Government  forces, 
the  insurrection  collapsed  next  day.  The  Spanish  Government’s 
success  was  confirmed  when  a  general  strike,  which  had  been  timed 
by  the  Syndicalist  Organization  to  take  effect  all  over  Spain  on  the 
25th  January,  turned  out  a  failure  everywhere  except  in  Seville  and 
Malaga.  Thus  the  Spanish  Government  rode  another  formidable 
wave  in  a  political  ground-swell  which  still  showed  no  signs  of 
abating. 

Symptoms  of  economic  distress  were  still  appearing  all  over  the 
world.  At  Dublin,  for  example,  on  the  6th  November,  1931,  the 
Minister  for  Finance  of  the  Irish  Free  State — a  country  which  had  so 
far  escaped  the  worst  consequences  of  the  depression — introduced  a 
supplementary  Budget  imposing  additional  taxation  in  view  of  an 
estimated  deficit  of  about  £900,000.  At  Helsingfors,  on  the  13th 
December,  the  Finnish  Cabinet  introduced  into  the  Diet  a  bill  to 
confer  temporary  extraordinary  powers  for  protecting  the  economic 
life  of  Finland  for  the  duration  of  the  prevailing  abnormal  conditions. 
At  Sofia,  on  the  8th  January,  1932,  the  Prime  Minister  of  Bulgaria 
announced  that  the  economies  in  Bulgarian  public  finance  which  had 
been  effected  in  execution  of  recommendations  made  by  the  Financial 
Committee  of  the  League  of  Nations  were  not  sufficient  to  balance 
the  Budget,  and  that  the  Bulgarian  Government  intended  to  apply 
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to  Geneva  immediately  for  financial  assistance.  On  the  20th  J anuary , 
the  Bulgarian  Prime  Minister  and  Finance  Minister  made  statements 
on  the  financial  position  of  Bulgaria  to  the  Financial  Committee  of 
the  League.  From  Athens,  on  the  19th  January,  1932,  the  Prime 
Minister  of  Greece,  Monsieur  Venizelos,  set  out  for  Rome  and  Paris 
in  order  to  explain  to  the  authorities  there  the  situation  of  Greece 
and  her  necessity  of  obtaining  facilities  to  enable  her  to  face  her  cur¬ 
rent  financial  troubles.  In  Salvador,  the  local  stress  of  the  world 
crisis  found  vent,  in  the  radical  Latin-American  manner,  in  a  success¬ 
ful  revolution  which  brought  a  new  President  into  power  at  the 
beginning  of  December  1931,  and  in  a  Communist  revolt  in  the  follow¬ 
ing  month.  On  the  23rd  January,  it  was  announced  by  the  State 
Department  at  Washington  that  British  and  United  States  warships 
were  on  their  way  to  Salvador  on  this  account.  On  the  26th  it  was 
reported  that  the  outbreak  had  caused  at  least  2,000  deaths,  and  that 
eight  out  of  the  fourteen  provinces  of  the  republic  were  still  under 
martial  law. 

Efforts  to  cure — or  at  least  to  mitigate — some  of  these  troubles  by 
co-operative  action  were  not  altogether  lacking.  For  instance,  the 
11th  November,  1931,  saw  the  signature  of  a  Graeco-Bulgarian 
agreement  for  the  settlement  of  difficulties  arising  out  of  the  Hoover 
Moratorium  and  the  Greek  Government’s  refusal  to  pay  the  instal¬ 
ments  stipulated  in  the  Kaphandaris-Molov  Agreement.1  On  the 
22nd  January,  1932,  again,  two  protocols  applying  the  terms  of  the 
Hoover  Moratorium  to  the  respective  Reparations  obligations  of 
Bulgaria  and  Hungary  were  signed  in  London.  On  the  10th- 12th 
December,  1931,  an  East  European  Agrarian  Conference  sat  in  Sofia 
and  passed  a  series  of  resolutions  proclaiming  the  need  for  common 
action  by  agricultural  countries.  On  the  11th  January,  1932,  a 
number  of  experts  representing  the  coal-producing  countries  of 
Europe  conferred  at  Geneva  with  representatives  of  the  Economic 
Committee  of  the  League  of  Nations.  On  the  6th-7th  January,  there 
was  a  meeting  of  the  Danish,  Swedish  and  Norwegian  Ministers  for 
Foreign  Affairs  at  Copenhagen,2  where  information  on  the  economic 

1  See  p.  92,  above,  and  Part  III  B,  section  (ii),  below. 

2  A  somewhat  similar  meeting  which  had  been  attended  also  by  repre¬ 
sentatives  of  three  other  states — Belgium,  Luxembourg,  and  the  Netherlands — 
had  been  held  at  Oslo  in  December  1930.  This  conference  had  resulted  in  the 
signature  of  an  agreement  whereby  each  of  the  parties  undertook  not  to  in¬ 
crease  its  tariff  for  a  period  of  one  year  without  due  notification  of  the  pro¬ 
posed  increase  to  the  other  parties,  which  would  then  have  an  opportunity  to 
negotiate  an  equitable  compromise.  This  treaty  of  Oslo  came  into  force,  on  the 
completion  of  ratification,  on  the  7th  February,  1932.  In  addition,  the  states 
represented  at  the  Oslo  Conference  signed  a  protocol  expressing  their  readiness 
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situation  was  exchanged  and  plans  were  adopted  for  inter -Scandin¬ 
avian  co-operation  in  future  policy.1 

On  the  political  plane,  the  most  conspicuous  gesture  in  favour  of 
co-operation  during  these  months  was  the  effort  made  by  the 
U.S.S.R.  to  negotiate  pacts  of  amity  and  non-aggression  with  a  num¬ 
ber  of  its  neighbours.  The  most  important  and  interesting  of  these 
negotiations  were  those  in  which  the  other  party  was  France.  On  the 
21st  December,  1931,  it  was  stated  at  the  Quai  d’Orsay  that  reports 
of  the  initialling  of  a  Franco-Soviet  treaty  of  non-aggression  were 
premature.  On  the  4th  January,  1932,  however,  it  was  announced 
that  the  parties  had  now  worked  out  a  procedure  of  conciliation,  the 
arrangement  of  which  was  a  condition  for  the  entry  into  force  of 
the  proposed  Franco-Soviet  agreement.  The  actual  signature  of  the 
treaty  was  reported  to  be  subject  to  the  conclusion  of  similar  agree¬ 
ments  with  the  U.S.S.R.  on  the  parts  of  Poland  and  Rumania.  The 
text  of  a  Polish-Soviet  Pact  of  Non- Aggression  was  duly  initialled  in 
Moscow  on  the  25th  January,  and  the  text  of  a  Finnish-Soviet  Pact 
of  the  same  pattern  on  the  21st.  Moreover,  a  treaty  renewing  for  five 
years  the  existing  Turco-Soviet  Pact  of  Neutrality  and  Non- 
Aggression2  had  been  signed  at  Angora  on  the  30th  October,  1931. 
On  the  other  hand,  it  was  reported  on  the  17th  January,  1932,  that 
a  Russian  proposal  for  the  conclusion  of  a  Japanese-Soviet  Non- 
Aggression  Pact  had  been  rebuffed  by  the  Japanese  on  the  ground  that 
the  usefulness  of  such  a  pact  was  questionable.  Evidently  this  ques¬ 
tion  was  likely  to  receive  different  answers  from  Russian  and  Japan¬ 
ese  lips  at  a  moment  when  Japanese  troops,  operating  in  professed 
defence  of  the  Japanese  Railway  Zone  in  Manchuria,  were  already 
astride  the  Chinese  Eastern  Railway  which  was  a  joint  Sino-Russian 
enterprise.3 

to  enter  into  further  negotiations  and  their  intention  of  supporting  any  inter- 
national  efforts  which  might  be  made  in  future  for  the  reduction  of  tariffs. 
All  the  six  countries  concerned  carried  their  principles  into  practice  to  the 
extent  of  ratifying  the  ‘Tariff  Truce’  Convention  of  the  24th  March,  1930,  but 
their  support  did  not  suffice  to  avert  the  failure  of  the  attempts  to  bring  that 
convention  into  force  (see  p.  27,  above,  and  the  Survey  for  1930,  Part  VI, 
section  (ii)). 

1  The  continuance  of  the  financial  strain  in  Scandinavia  was  indicated  at 
this  time  by  a  number  of  symptoms.  In  Denmark,  on  the  17tli  November,  a 
strict  control  was  established  over  foreign  exchange  transactions ;  in  Sweden, 
on  the  18th,  an  unofficial  control  was  introduced;  in  Norway,  on  the  15th 
December,  two  important  private  banks,  Bergens  Privatbank  and  Nor  she 
Kreditbank,  closed  their  doors  and  declared  a  three  months’  moratorium. 

2  See  the  Survey  for  1925,  vol.  i,  p.  525,  and  the  Survey  for  1928,  pp.  362-3. 

3  For  the  antecedent  Sino-Russian  relations  over  the  C.E.R.,  see  the  Survey 
for  1929,  Part  IV,  section  (iv). 
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While  the  Soviet  Government  were  actively  negotiating  non- 
aggression  pacts  with  their  European  neighbours  and  studiously 
turning  the  other  cheek  to  an  aggressive  Japan,  Soviet  statesmanship 
was  being  justified  in  this  ‘waiting  policy’  of  reserve  and  restraint 
by  the  simultaneous  recrudescence  of  conflicts  between  ‘under-dog’ 
and  ‘top-dog’  in  the  Islamic  World  and  India  and  the  Far  East. 

On  the  6th- 16th  December,  1931,  a  Muslim  Conference  was  in 
session  at  Jerusalem :  the  third  holiest  of  the  Holy  Cities  of  Islam  and 
now  the  weakest  point,  in  Muslim  opinion,  in  the  ambit  of  an  Islamic 
World  which  was  still  being  battered  by  the  assaults  of  Western 
Imperialism.  This  Jerusalem  Conference  was  decidedly  a  success  by 
comparison  with  the  Cairo  Conference  and  the  Mecca  Conference  of 
1926  J  and  it  did  not  disperse  without  making  permanent  arrange¬ 
ments  for  periodical  re-assemblage.  The  two  outstanding  features  of 
the  Jerusalem  Conference  were  its  non-official  character  and  its  pre¬ 
dominantly  Arab  membership.  The  only  Governments  represented 
were  those  of  the  Imam  pf  San'a  and  the  King  of  the  Najd-Hijaz 
(who  sent  his  representative  at  the  eleventh  hour) ;  but  this  dearth  of 
official  delegations  did  not  mean  that  the  Conference  was  either 
unrepresentative  or  unauthoritative.  As  regards  the  predominance  of 
Arab  representation,  it  was  natural  that  a  Conference  held  at 
Jerusalem  should  be  attended  by  Palestinian  and  Syrian  and 
Egyptian  Muslims  in  greater  force  than  by  Muslims  from  India  or 
from  the  U.S.S.R.  Whether  or  not  this  incidental  consequence  of 
geography  was  the  cause  of  the  Arab  preponderance,  the  result  was 
a  distinct  tendency  for  the  organization  to  narrow  itself  down  from 
Pan -Islamic  to  Pan -Arab  dimensions.  This  tendency  was  accentuated 
by  the  dominating  influence  of  the  masterful  Mufti  of  Jerusalem,  Haj 
Aminu’l-Husayni,  who  at  an  early  stage  asserted  his  ascendancy 
over  his  Palestinian  opponents  and  imposed  his  personality  upon 
the  proceedings. 

Further  eastward,  the  turn  of  the  years  1931-2  was  marked  by  a 
change  from  peace  to  war  in  Anglo-Indian  relations  which  mutatis 
mutandis  ( et  multa  certe  mutanda)  was  not  incomparable  to  the  con¬ 
temporary  change  in  Sino-Japanese  relations  in  the  Far  East. 

The  high-water  mark  in  the  tide  of  Anglo-Indian  reconciliation, 
which  had  been  flowing  since  the  conclusion  of  the  Irwin-Gandhi  Pact 
of  the  3rd  March,2  may  be  said  to  have  been  reached  on  the  27th 
August  when  Mr.  Gandhi  made  his  decision  to  come  to  London  ;3  and 
there  was  not  yet  any  definite  sign  of  an  ebb  on  the  31st  October, 

1  See  the  Survey  for  1925,  vol.  i,  Part  I,  section  (ii)  (/),  and  Part  III,  section 
(v)  (d).  2  See  p.  41,  above.  3  See  p.  115,  above. 
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1931,  when  the  draft  report  of  the  Federal  Structure  Committee  of 
the  India  Round  Table  Conference  was  published.  This  Committee 
held  its  last  meeting  on  the  27  th  November ;  and  the  Conference  itself 
held  the  last  meeting  of  its  second  session  on  the  1st  December.  On 
this  occasion,  Mr.  MacDonald  declared  that  the  policy  of  the  late 
Government  of  the  United  Kingdom,  as  it  had  been  enunciated  at 
the  last  meeting  of  the  first  session  of  the  Conference  in  January, 
remained  the  policy  of  the  present  Government.  He  also  announced 
that  the  notion  of  introducing  provincial  autonomy  in  India,  apart 
from  self-government  at  the  centre,  as  an  intermediate  measure, 
would  not  be  followed  up  and  that  the  North-West  Frontier  Province 
was  to  be  given  the  status  of  a  Governor’s  province.  The  intention  of 
this  last-mentioned  change  was  to  establish  a  certain  ratio  between 
the  provinces  of  this  standing  in  which  Hindus  and  Muslims  were 
respectively  predominant ;  but  at  this  time  the  prospects  of  an  agreed 
settlement  of  the  Indian  communal  problem  through  direct  negotia¬ 
tion  between  the  communities  themselves  were  decidedly  unpromising. 
One  of  the  most  important  events  that  had  occurred  during  this 
second  session  of  the  Round  Table  Conference  was  the  conclusion,  on 
the  12th  November,  1931,  of  an  agreement  between  all  the  minority 
communities,  with  the  notable  exception  of  the  Sikhs,  upon  their 
claims  under  the  new  Constitution:  an  agreement  which  portended 
joint  action  between  them  in  future  resistance  to  the  claims  of  the 
Caste  Hindus. 1 

Meanwhile,  political  tension  was  beginning  to  rise  again  in  India 
itself.  The  first  symptoms  of  fresh  trouble  showed  themselves  in  the 
Indian  State  of  Kashmir:  a  danger-spot,  because  Kashmir  was  a 
Muslim  country  under  a  Hindu  Government,  and  because  this 
country  adjoined  the  British-Indian  Province  of  the  Panjab,  where 
Hindus  and  Muslims  were  intermingled,  and  where  they  only  agreed 
in  being  equally  pugnacious.  By  the  autumn  of  1931,  Kashmir  was 
suffering  from  internal  disorders  induced  by  maladministration ;  and 
on  the  3rd  November  it  was  announced  that,  by  the  Maharajah’s 
request,  British  troops  had  made  preparations  for  entering  Kashmir 
because  the  situation  had  passed  beyond  the  control  of  the  Maha¬ 
rajah’s  own  forces.  The  fact  was  that  bands  of  Panjabi  Muslim 

1  This  Minorities  Pact  of  the  12th  November,  1931,  which  was  concluded 
in  London  on  the  initiative  of  the  Muslim  group  of  delegates  to  the  Round 
Table  Conference,  was  subscribed  to  by  the  Muslims,  the  Depressed  Classes 
(alias  ‘Untouchables’),  the  Indian  Christians,  the  ‘Anglo-Indians’  (i.e.  people 
of  mixed  European  and  Indian  blood)  and  the  domiciled  British  community 
of  non-Indian  race.  The  alliance  between  the  Muslims  and  the  Depressed 
Classes  against  the  Caste  Hindus  was  the  point  of  real  significance. 
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‘Redshirts  ’ — exasperated  by  reports  of  their  co-religionists’  sufferings 
in  Kashmir  under  the  local  Hindu  Raj — were  crossing  the  border 
between  the  province  and  the  state  and  were  coming  into  collision 
with  the  Kashmiri  Government’s  Hindu  forces. 

The  trouble  which  thus  declared  itself  first  in  the  North-West  soon 
became  ecpially  manifest  in  other  districts.  At  Delhi,  on  the  20th 
November,  1931,  the  All-India  Legislative  Assembly  rejected  the  new 
Finance  Bill  on  its  third  reading.  On  the  30th  November,  the  Viceroy 
promulgated  an  ordinance  designed  to  suppress  a  terrorist  movement 
in  Bengal.  On  the  14th  December  he  promulgated  another  ordinance 
designed  to  suppress  a  ‘no  rent’  campaign  in  the  United  Provinces. 
On  the  24th  December,  the  leader  of  the  ‘  Redshirt  ’  organization  in 
the  North-West  Frontier  Province  was  arrested,  and  the  Viceroy 
promulgated  a  third  ordinance,  designed  to  suppress,  in  this  province, 
the  ‘Redshirts”  activities.  It  was  in  these  circumstances  that  the 
Government  at  Westminster  announced,  on  the  23rd  December,  the 
British  personnel  of  the  three  Committees  of  the  Round  Table 
Conference — on  the  Franchise,  on  Federal  Finance,  and  on  the  Indian 
States — which  were  to  conduct  investigations  in  India  while  the 
Conference  was  in  recess.  Mr.  Gandhi,  returning  from  the  recent 
session  of  the  Conference  in  London,  landed  in  Bombay  on  the 
28th  December ;  and  thereupon  the  storm,  which  had  been  fast 
gathering,  broke. 

Mr.  Gandhi’s  first  step,  upon  his  return  home,  was  to  telegraph  to 
the  reigning  Viceroy,  Lord  Willingdon,  to  suggest  a  personal  meeting 
on  the  precedent  of  Mr.  Gandhi’s  meetings  with  Lord  Willingdon’s 
predecessor  Lord  Irwin.  Lord  Willingdon  replied  by  laying  down  cer¬ 
tain  conditions  ;  whereupon,  diming  the  night  of  the  31st  December — - 
1st  January,  the  Working  Committee  of  the  Indian  National  Congress, 
in  consultation  with  Mr.  Gandhi,  adopted  a  resolution  in  favour  of  the 
renewal  of  civil  disobedience ;  and  Mr.  Gandhi  reported  this  resolu¬ 
tion  to  the  Viceroy  and  submitted  that,  without  a  radical  change  in 
the  Government  of  India’s  policy,  a  maintenance  of  the  co-operation 
which  had  been  inaugurated  by  the  Irwin-Gandhi  Pact  would  scarcely 
be  possible.  The  Viceroy  refused  to  grant  Mr.  Gandhi  an  interview 
on  these  terms ;  and  at  3  a.m.  in  the  morning  of  the  4th  January 
Mr.  Gandhi  himself  and  Mr.  Vallabhai  Patel  were  arrested  and 
imprisoned.  On  the  same  day,  the  Viceroy  promulgated  four  new 
ordinances  which  were  all  sweeping,  both  in  their  geographical  range 
and  in  the  extent  of  the  powers  which  they  conferred  on  the  Execu¬ 
tive  ;  and,  under  one  of  these  four,  the  Unlawful  Associations  Ordi¬ 
nance,  the  Working  Committee  of  the  Congress  was  declared  an 
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unlawful  association  forthwith.  The  Government  of  India  proceeded 
to  make  full  use  of  these  emergency  powers  in  a  general  offensive 
campaign  against  militant  Indian  Nationalism  and  all  its  works. 

British  statesmen  in  London  and  Delhi  explained  that  they  were 
following  a  dual  policy  of  resolutely  upholding  the  authority  of  the 
Government  of  India  with  their  right  hand  and  at  the  same  time 
continuing  to  carry  out,  with  their  left  hand,  their  undertakings  to 
transfer  the  powers  of  government  in  India  from  British  hands  to 
Indian.  Accordingly,  on  the  13th  January,  1932,  while  the  Govern¬ 
ment  of  India’s  campaign  of  repression  was  in  full  swing,  they 
announced  the  full  composition  and  the  terms  of  reference  of  the 
three  committees  which  were  to  carry  out  inquiries  in  India  in  con¬ 
nexion  with  the  projected  Federal  Constitution ;  and  on  the  25th 
January  they  issued  an  official  notification  constituting  the  North- 
West  Frontier  Province  a  governor’s  province.  This  dual  policy  was 
evidently  a  delicate  and  difficult  matter ;  and,  in  attempting  to  put 
it  into  execution,  British  statesmanship  possibly  erred  in  obeying  too 
literally  the  Biblical  injunction  not  to  let  the  right  hand  know  what  the 
left  hand  doeth.  The  civil  disobedience  movement  in  India  was,  not 
indeed  brought  to  an  end,  but  more  or  less  driven  underground  for 
the  time  being  by  the  strength  of  the  Government’s  right  arm.  On 
the  other  hand,  the  simultaneous  left-handed  attempt  to  proceed  with 
the  transfer  of  political  powers  was  embarrassed  and  almost  crippled 
by  the  back-handed  blow  which  the  ‘  strong  arm  ’  action  of  the  sister 
hand  had  administered  to  it.  The  atmosphere  of  appeasement  and 
hope  which  the  GandhiTrwin  Pact  of  the  5th  March,  1931,  had  con¬ 
jured  up  was  dispersed  into  thin  air  by  the  Gandhi- Willingdon  Breach 
of  New  Year  1932. 

In  Burmese -British  relations,  meanwhile,  there  was  a  change  in  the 
opposite  direction:  that  is  to  say,  from  warfare  to  negotiation.  On 
the  3rd  November,  the  originator  of  the  insurrection  in  Burma,  Saya 
San,  was  condemned  to  death  by  a  special  tribunal ;  and  on  the  7th 
December  the  insurrection  was  reported  to  be  ‘collapsing  in  all  the 
disturbed  areas’.  Concurrently,  a  Burma  Round  Table  Conference 
was  opened  in  London  on  the  27tli  November ;  and  it  entered  upon 
its  deliberations  on  the  2nd  December,  the  day  after  the  second 
session  of  the  India  Round  Table  Conference  had  come  to  an  end. 
The  proceedings  were  brought  to  a  close  on  the  12th  January,  1932, 
by  a  statement,  delivered  by  Mr.  MacDonald,  of  the  proposals  of  the 
Government  at  Westminster  in  regard  to  a  new  constitution  for  Burma. 

Meanwhile,  in  China,  the  Japanese  were  attempting,  as  the  British 
were  attempting  in  India,  to  vanquish  ‘non-co-operation’  by  force. 
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It  was  a  fascinating  spectacle  to  see  this  new-fangled  and  strangely 
effective  weapon  of  the  boycott  being  forged  and  employed,  spon¬ 
taneously  and  independently,  by  the  Hindus  and  by  the  Chinese :  the 
two  greatest  and  most  ancient  nations  of  the  World,  who  had  both 
appeared  until  recently  to  be  hidebound  in  their  own  immemorial 
traditions.  And  it  was  profoundly  interesting  to  watch  the  efforts  of 
two  modern  Great  Powers,  the  British  and  the  Japanese,  to  hack 
through  the  elusive  meshes  of  the  boycott  with  the  traditional 
weapon  of  the  sword.  The  boycott  was  no  mere  Gordian  Knot  which 
a  single  resolute  stroke  might  sever.  It  seemed  rather  as  though,  in 
the  world  arena  at  the  turn  of  the  years  1931  and  1932,  Secutor  was 
once  again  pitted  against  Retiarius ;  and,  at  the  moment  when  the 
World  Disarmament  Conference  was  assembling  at  Geneva  on  the 
2nd  February,  1932,  the  issue  of  the  struggle  between  the  two  pairs 
of  gladiators  was  still  in  doubt. 

Au  fond,  the  duel  in  China  was  of  the  same  character  as  the  duel 
in  India ;  but  there  were  also  certain  conspicuous  differences.  In  the 
first  place,  the  Chinese  campaign  of  non-co-operation,  to  which  the 
Japanese  were  attempting  to  reply  by  force,  could  not  be  described, 
like  the  contemporary  Indian  campaign,  by  the  alternative  title  of 
‘civil  disobedience5,  since  China,  unlike  India,  was  juridically  a 
sovereign  independent  state  instead  of  being  juridically  subject  to 
the  alien  Power  which  was  attempting  to  impose  its  will  upon  her. 
On  this  account  alone,  the  Sino-Japanese  conflict  was  giving  rise  to 
grave  international  complications  from  which  the  Indo-British  con¬ 
flict  was  fortuitously  free.  The  gravity  of  events  in  the  Far  East  was 
still  further  enhanced  by  the  methods  of  barbarism  to  which  the 
Japanese  were  resorting,  in  contrast  to  the  relative  restraint  with 
which  the  British  in  India  were  using  the  iron  hand.  The  development 
of  the  Sino-Japanese  conflict  need  not  be  followed  out  here,  since  it  is 
recorded  in  another  part  of  this  volume  in  detail.1  It  is  sufficient,  in 
this  place,  to  notice  two  dates.  The  turn  of  the  calendar  years  1931 
and  1932  was  signalized  by  the  Japanese  army’s  occupation  of 
Chinchow  on  the  2nd  January:  an  act  of  force  which  completed  the 
Japanese  army’s  mastery  over  the  whole  vast  extent  of  Chinese 
territory  to  the  north-east  of  the  Great  Wall.  Thereafter,  the  eve  of 
the  opening  of  the  World  Disarmament  Conference  was  celebrated  by 
the  Japanese,  on  the  night  of  the  28th  January,  1932,  by  an  armed 
attack  on  Chapei:  a  quarter  of  the  Chinese  treaty-port  of  Shanghai 
which  was  not  only  under  Chinese  sovereignty  (like  the  two  foreign 
settlements)  but  was  also  under  Chinese  administration. 

1  See  Part  IY,  section  (iii)  ( b ). 
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At  the  time  of  writing,  the  ultimate  consequences  of  these  grave 
events  were  still  hidden  in  the  future.  On  the  other  hand,  the  general 
state  of  the  World — in  the  Far  East,  in  India,  in  Latin  America,  in 
Europe — bore  eloquent  witness  to  the  truth  of  the  dictum  that  ‘the 
one  thing  you  cannot  do  with  bayonets  is  to  sit  on  them’.  Were  the 
blades  going  to  be  beaten  into  harmless  sewing-machines  and  safety- 
razors  or  were  they  going  to  be  buried  once  again  in  human  breasts  ? 
That  was  the  question  which  men  and  women  all  over  the  world  were 
asking  themselves — even  amid  the  preoccupations  of  a  world-wide 
economic  depression — during  the  early  months  of  a.d.  1932,  while  the 
Disarmament  Conference  in  Geneva  was  waiting  upon  the  outcome 
of  the  Sino-Japanese  conflict  in  the  Far  East.  This  conflict,  coming, 
as  it  did,  at  this  historic  juncture  and  involving,  as  it  did,  one  of  the 
great  naval  and  military  Powers  of  the  contemporary  world,  was 
regarded  on  all  hands  as  a  practical  test  of  the  question,  debated  ever 
since  the  last  armistice,  of  whether  the  fallacious  security  of  arma¬ 
ments  and  alliances  could  now  be  replaced  by  an  effective  security 
founded  upon  law  and  order  and  maintained  by  collective  action. 
So  long  as  this  question  remained  in  doubt,  there  could  be  no  return 
of  political  confidence  and  therefore  no  restoration  of  financial  credit ; 
and  if  the  answer  were  eventually  to  be  given  in  the  negative,  the 
prospects  of  Western  Civilization  would  then  be  dark  indeed.  The 
observer  could  only  wait  upon  the  event  and  reflect,  in  Oxenstiema’s 
vein,  on  ‘the  littleness  of  the  wisdom  with  which  the  World  is 
governed’. 

(ii)  Nemesis:  the  Financial  Outcome  of  the  Post-War  Years. 

By  H.  Y.  Hodson. 

(a)  MONEY  AND  FOREIGN  EXCHANGES  SINCE  THE  WAR 

(1)  Introductory. 

In  considering  the  course  of  financial  events  in  1931,  nothing  is 
more  important  than  the  history  of  money  during  the  preceding 
ten  years.  Inflation  and  deflation,  the  restoration  of  the  different 
national  units,  the  conduct  of  the  Gold  Standard — these  were  among 
the  principal  fashioners  of  the  world  financial  structure  which  groaned 
ominously  in  1930,  cracked  and  almost  fell  in  1931.  This  section  deals 
summarily  with  those  matters,  and  for  more  detailed  information 
the  reader  must  be  referred  to  specialist  treatises.  The  section  begins 
with  a  short  account  of  what  is  meant  by  the  Gold  Standard  and  how 
it  worked  after  the  War.  Then  comes  a  summary  narrative  of  the  fluc¬ 
tuations  and  eventual  settlement  of  the  principal  Western  currencies 
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between  1919  and  1930.  There  follow  four  subsections  in  which  a 
selection  of  the  most  important,  most  interesting  and  most  represen¬ 
tative  movements  in  the  monetary  history  of  the  period — the  collapse 
and  re-establishment  of  the  mark,  the  restoration  of  the  Austrian 
crown,  the  revaluation  of  the  French  franc,  and  the  return  of  Great 
Britain  to  the  Gold  Standard— are  described  in  greater  detail. 
Finally,  there  will  be  found  brief  studies  of  gold  movements  and  of 
the  history  of  silver  since  the  war. 

(2)  The  Post-War  Gold  Standard. 

If  a  country  is  ‘on  the  Gold  Standard’  its  note -issuing  authority 
(Central  Bank  or  Government  or  occasionally  private  banks)  must  be 
under  obligation  to  buy  and  sell  gold  for  currency  at  fixed  prices 
without  an  upper  limit  to  the  amount  involved ;  the  margin  between 
buying  and  selling  prices  should  normally  be  not  more  than  sufficient 
to  cover  the  costs  of  counting,  handling,  mint  and  assay.  No  country, 
furthermore,  is  on  the  international  Gold  Standard  which  prohibits 
or  restricts  the  free  movement  of  gold  across  its  borders.  Before 
the  War  of  1914-18,  it  was  considered  a  necessary  condition  of  the 
establishment  of  the  Gold  Standard  that  gold  coins  should  be  in 
circulation  and  that  notes  of  the  Central  Bank  or  Government  should 
be  convertible  into  gold  without  lower  limit  to  the  amount,  but  after 
the  War  that  condition  was  generally  abandoned. 

The  purpose  of  the  Gold  Standard  as  operated  since  the  War  was 
twofold.  First,  to  maintain  each  currency  in  stable  relation  with  other 
currencies  on  a  gold  basis,  and  thus  to  promote  trade  and  prevent  the 
disorganization  of  the  country’s  economy  by  speculation  in,  or  a 
‘flight  from’,  its  currency;  second,  to  insure  against  the  unsound 
handling  of  the  country’s  finances,  both  public  and  private,  by 
giving  unmistakable  warning  of  fiscal  profligacy  or  credit  inflation, 
or  of  their  opposites,  and  thus  indicating  to  Government  and  Central 
Bank  when  counter-measures  should  be  taken.  The  maintenance  of 
internal  price  stability  must  be  regarded  as  a  secondary  advantage 
which  would  be  added  to  these  purposes  to  the  extent  to  which  gold, 
in  the  world  as  a  whole,  maintained  a  stable  purchasing  power  in 
terms  of  commodities.  It  was  open  to  few  Gold  Standard  countries, 
possibly  to  none,  to  maintain  for  their  currencies  both  external 
stability  of  the  exchange  rates  and  internal  stability  of  purchasing 
power,  and  at  the  period  of  writing,  in  spite  of  the  persistent  recom¬ 
mendations  of  bankers  and  economists,  no  action  had  yet  been  taken 
to  bring  about  by  international  co-operation  a  world-wide  stability 
in  the  purchasing  power  of  gold.  After  the  War  it  was  so  urgently 
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necessary  to  achieve  the  two  primary  purposes  that  attention  to  the 
secondary  purpose  could  fairly  be  postponed,  for  trade  was  ruinously 
dislocated  by  the  War  and  by  the  boom-cum-slump  that  immediately 
followed,  speculation  was  rife  and  governmental  finances  were  almost 
everywhere  unsoundly  handled. 

The  first  great  difference,  then,  between  the  Gold  Standard  as 
understood  and  operated  before  and  after  the  War  was  that  the 
circulation  of  gold  coins,  and  the  internal  convertibility  of  paper 
currency,  had  virtually  disappeared.  The  consequences  of  this  change 
were  not  always  fully  realized.  In  the  first  place,  the  traditional  main¬ 
tenance  of  a  minimum  percentage,  or  other  specific  relation,  between 
monetary  gold  reserves  and  the  quantity  of  currency  in  circulation 
had  become  meaningless,  except  as  an  indicator  of  the  extent  to 
which  internal  inflation  or  deflation  was  likely  to  affect  the  exchanges 
through  the  medium  of  the  price  level.  In  the  second  place,  in 
proportion  as  the  relation  between  reserves  and  internal  liabilities 
diminished  in  importance,  that  between  reserves  and  external  lia¬ 
bilities  at  short  term  became  more  and  more  vital.  Governmental 
and  other  fixed  interest-bearing  international  debts  had  vastly  in¬ 
creased,  and  the  international  pool  of  short-term  funds  was  also 
much  greater  and  more  mobile  than  before  the  War,  largely  owing  to 
the  development  of  the  New  York  market  and  the  extension  of  the 
Gold  Exchange  Standard.  Had  steps  been  taken  to  ascertain  the 
totals  of  external  short-term  liabilities — not  merely  of  the  Central 
Banks  or  Governments  but  of  the  countries  as  a  whole — a  comparison 
between  those  figures  and  gold  stocks  would  have  given  a  picture  of 
the  strength  or  weakness  of  the  various  note -issuing  authorities  very 
different  from  that  given  by  their  published  reserve  ratios,  and  very 
much  more  illuminating. 

The  second  great  change  wrought  by  the  War  in  the  practice  of 
the  Gold  Standard  was  the  redistribution  of  gold.  The  table  overleaf 
is  quoted  on  the  authority  of  Dr.  Gustav  Cassel.1 

The  table  needs  some  explanation.  The  net  increase  of  $3,590,000,000 
in  the  monetary  gold  stock  of  the  fifteen  countries  came  from  three 
main  sources. 

(а)  Newly  mined  gold,  amounting  to  about  one-half  of  the  increase. 

(б)  Countries  not  included  in  the  table,  notably  Russia,  who  possessed 
$831,000,000  of  gold  at  the  end  of  1915,  most  of  which  was  subsequently 
exported. 

(c)  Gold  extracted  from  circulation  and  private  banks;  the  increase 
in  the  British  reserves  should  be  noted,  along  with  the  facts  that  at  the 
1  Gustav  Cassel,  Money  and  Foreign  Exchanges  after  1914  (London,  1922, 
»Constable),  p.  67. 
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time  of  the  Armistice  Germany’s  stock  of  gold  totalled  $607,000,000 
and  that  France  at  one  time  during  the  War  had  amassed  reserves  to 
the  amount  of  $968,000,000. 

Gold  Reserves  in  the  Hands  of  Governments  and  Central  Banks, 

1913  and  1921. 


(In  $  millions.) 


Increase  or 

1913. 

1921. 

Decrease. 

Belligerent  States  on  the  Continent 

+  9-4 

France  .... 

678-9 

688-3 

Italy  . 

Belgium  . 

Germany  .... 

288-1 

59-1 

278-7 

236-5 

51-4 

260-0 

—  51-6 
-7-7 
-18-7 

Austria-Hungary 

251-4 

0-0 

—  251-4 

Total  . 

1,556-2 

1,236-2 

-320-0 

Great  Britain. 

175-2 

763-3 

+  593-1 

Neutrals  (and  Japan) 

Sweden  .... 

27-4 

75-5 

+  48-1 

Norway  .... 

12-8 

39-5 

+  26-7 

Denmark  .... 

19-7 

61-0 

+  41-3 

Netherlands 

60-9 

245-6 

+  184-7 

Spain  .... 

92-5 

479-2 

+  386-7 

Switzerland 

32-8 

104-9 

+  72-1 

Argentine  .... 

225-0 

450-1 

+  225-1 

Japan  .... 

65-0 

558-8 

+  493-8 

Total  . 

536-1 

2,014-6 

+  1,478-5 

United  States  of  America 

691-5 

2,529-6 

+  1,838-1 

Grand  Total  . 

2,959-0 

6,543-7 

+  3,589-7 

The  vast  and  top-heavy  accumulation  of  gold  by  the  United  States 
is,  of  course,  the  most  striking  feature  of  the  table.  After  the  War 
the  course  of  prices  and  of  monetary  expansion  or  contraction  in  the 
United  States  virtually  governed  these  matters  in  other  Gold  Standard 
countries  ;  the  inflation  in  which  that  country  had  been  able  to  indulge 
left  gold  prices  approximately  one-half  as  high  again,  after  the  slump 
of  1921,  as  they  had  been  before  the  War.  Apart  altogether  from  the 
growth  in  their  external  obligations,  the  principal  belligerents  were 
thus  forced  to  make  gold  reserves  which  were  practically  unchanged 
in  nominal  value  do  the  work  of  reserves  whose  purchasing  power 
had  been  50  per  cent,  greater.  In  addition  to  the  withdrawal  of 
gold  currency  from  circulation,  economies  in  the  cash  ratio  maintained 
by  commercial  banks  and  the  greater  use  of  cheques  in  lieu  of  cash 
were  among  the  changes  that  enabled  the  feat  to  be  performed. 

The  third  difference  between  the  pre-war  and  post-war  Gold 
Standards  arose  out  of  this  shortage  of  gold  in  Europe,  namely  the 
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development  of  the  ‘Gold  Exchange  Standard’.  A  country  adopting 
the  Gold  Exchange  Standard1  holds,  as  part  of  its  legal  reserves 
against  the  note  issue,  obligations  payable  at  sight  in  terms  of 
foreign  currencies  which  are  themselves  legally  exchangeable  into 
gold — commonly  termed  ‘devisen’.  Among  the  countries  that 
adopted  this  indirect  method  of  backing  their  currencies  with  gold 
were  Austria,  Czechoslovakia,  Italy,  Rumania,  Finland,  Estonia  and 
Jugoslavia.  The  Financial  Commission  of  the  Genoa  Conference2 
recommended  in  1922  that  an  international  convention  should  be 
drawn  up,  whose  purpose  ‘would  be  to  centralize  and  co-ordinate  the 
demand  for  gold  and  so  to  avoid  those  wide  fluctuations  in  the 
purchasing  power  of  gold  which  might  otherwise  result  from  the 
simultaneous  and  competitive  efforts  of  a  number  of  countries  to 
secure  metallic  reserves.  The  convention  should  embody  some  means 
of  economizing  the  use  of  gold  by  maintaining  reserves  in  the  form 
of  foreign  balances,  such,  for  example,  as  the  Gold  Exchange  Standard, 
or  an  international  clearing  system.’ 

Against  the  advantage  of  this  device,  in  enlarging  the  volume  of 
legal  tender  that  could  be  based  on  a  given  volume  of  gold  in  the 
world’s  monetary  reserves,  must  be  set  the  corresponding  disadvan¬ 
tage  that  the  dislocation  of  one  element  in  the  system  could  cause 
much  more  direct  and  violent  dislocation  elsewhere  than  would  occur 
if  each  country  had  its  own  private  store  of  gold.  The  full  force  of 
this  danger  was  not  felt  until  1931,  when  one  of  the  chief  Gold 
Standard  countries  was  forced  to  relinquish  the  system,  and  the  ster¬ 
ling  bill  and  sterling  exchange  suddenly  ceased  to  be  as  ‘good  as  gold’. 
More  than  three  years  before  that  crisis,  a  French  economist  wrote,3 
apropos  of  the  policy  of  the  Bank  of  France  in  accumulating  devisen 
rather  than  gold, 

pour  le  pays  d’origine  des  devises,  la  situation  presente  encore  plus  de 
desa  vantages.  11  a  toujours  a  craindre  une  perturbation  brutale  pro- 
voquee  par  un  retrait  soudain  d’une  grande  quantite  d’or,  en  echange 
des  credits  qui  lui  ont  ete  consentis  par  les  pays  pratiquant  la  politique 
des  devises.  Nous  avons  suffisamment  insiste  sur  les  embarras  que  la 
Banque  de  France  pourrait  creer  au  marche  de  Londres,  si  elle  se  decidait 
a  realiser  une  partie  de  ses  avoirs  dans  les  banques  britanniques.  .  .  .  Et 
malgre  les  protestations  des  dirigeants  du  systeme  de  la  Reserve 

1  This  is  the  generally  accepted  meaning  of  the  term.  Some  writers,  how¬ 
ever  (e.g.  Bertrand  Nogaro,  Modern  Monetary  Systems,  English  translation, 
p.  8)  use  ‘Gold  Exchange  Standard’  to  signify  the  post-war  system  of  paying 
out  gold  only  for  the  purpose  of  meeting  international  obligations,  as  contrasted 
with  the  pre-war  system  in  which  gold  circulated  internally. 

2  See  the  Survey  for  1920—3,  Part  I,  section  (ii). 

3  C.  A.  Pandele,  La  Repartition  de  V or  dans  le  monde.  (Paris,  1928.) 
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Federale,  la  transformation  massive  des  credits  dollars  en  or  effectif 
bouleverserait  le  regime  monetaire  et  bancaire  de  1  Amerique  et  ne 
pourrait  pas  etre  facilement  supportee  par  l’economie  nationale  ameri- 
caine. 

This,  of  course,  was  exactly  what  happened  in  1931. 

The  fourth  difference  wrought  in  the  Gold  Standard  system  by 
the  War  of  1914-18  was  an  aspiration  rather  than  an  accomplish¬ 
ment.  The  Gold  Standard  was  no  longer  regarded  by  bankers  or  by 
the  informed  public  as  a  mechanical  and  foolproof  device,  nor  the 
purchasing  power  of  gold  as  a  natural  phenomenon  beyond  the  wit 
of  man  to  control.  ‘  People  now  realize  that  a  deliberate  regulation  of 
the  monetary  demand  for  gold  is  possible  and  may  be  an  important 
influence  on  the  value  of  gold.  ’ 1  This  change  of  attitude  is  traceable 
partly  to  the  controversy  which  in  most  countries,  and  notably  in 
Great  Britain,  preceded  the  re-establishment  of  the  Gold  Standard ; 
partly  to  the  realization  that  the  concentration  of  monetary  gold  in 
a  few  hands  rendered  the  more  imperative,  as  it  rendered  the  more 
simple,  the  conscious  control  of  its  purchasing  power ;  partly  to  the 
disastrous  experience  of  fluctuating  prices  in  the  inflation  period ; 
partly  to  the  greater  seriousness  of  the  world  price  decline  under 
a  regime  of  greatly  augmented  national  debts,  internal  and  external. 

There  was  another  very  important  change  in  the  conditions  under 
which  the  Gold  Standard  was  operated  before  and  after  the  War, 
namely,  that  resulting  from  the  revaluation  of  currencies  at  various 
levels  in  relation  to  gold,  sometimes  far  different  from  those  ruling 
before  the  War,  to  which  the  economic  structure  of  the  world  had 
been  fairly  well  adjusted.  But  the  effects  of  those  revaluations  can 
best  be  described  after  a  brief  account  has  been  given  of  the  actual 
operation  of  the  Gold  Standard. 

The  rates  at  which  a  given  currency  exchanges  with  others  are 
the  resultant  of  the  various  forces  of  current  supply  of  the  currency 
and  demand  for  it,  whatever  their  origin.  Imports  and  exports  of 
commodities  and  bullion  ;  payments  for  the  services  of  shipping,  banks, 
insurance  companies,  dealers  and  merchants  and  so  forth  ;  remittances 
by  emigrants  and  the  expenditure  of  travellers  abroad ;  interest  and 
dividends  on  international  investments,  both  at  long-term  and  at 
short-term,  and  Reparation  dues ;  current  international  borrowing 
and  lending  ;  and,  where  stabilization  has  not  been  achieved,  specula¬ 
tive  dealings  in  the  currency,  or,  even  with  a  stable  exchange,  arbitrage 
transactions  which  smooth  out  minor  fluctuations — these  form  the 

1  Gustav  Cassel,  Post-War  Monetary  Stabilization  (Columbia  University 
Press,  1928),  p.  70. 
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main  sources  of  supply  and  demand  in  the  foreign  exchange  market. 
If,  at  any  given  set  of  exchange  rates,  the  supply  of  currency  tends 
to  exceed  the  demand,  the  rates  of  exchange  will  naturally  be 
depressed.  In  the  absence  of  the  check  established  by  the  Gold 
Standard,  that  depreciation  might  go  on  until  the  country  concerned 
became  such  a  cheap  place  to  buy  in  and  such  a  bad  place  to  sell 
in  that  the  balance  of  supply  and  demand  was  corrected  and  the 
exchange  found  a  new  position  of  stability  (though  the  forces  of 
speculation  and  of  ‘flight  from  the  currency’  might  prevent  any  such 
position  from  being  found).  But  if  the  Gold  Standard  is  in  operation 
a  comparatively  small  depreciation  of  the  exchanges  will  make  it 
profitable  for  banks  and  other  large  operators  to  buy  gold  at  the 
fixed  selling  rate  and  dispose  of  it  in  other  Gold  Standard  countries. 
The  threat  of  gold  withdrawals  is  therefore  the  signal  to  the  currency 
authority  to  take  the  steps  necessary  to  correct  the  balance  of  pay¬ 
ments,  which  includes,  but  of  course  is  much  more  extensive  than,  the 
balance  of  commodity  trade.  The  appropriate  action  is  acknowledged 
to  be  a  restriction  of  credit,  either  directly  by  raising  bank  rate  or 
by  means  of  ‘open  market  policy’,  that  is  by  the  sale  of  securities  from 
the  bank’s  reserve  so  as  to  withdraw  funds  from  the  short-term 
market.  This  restriction  of  credit  has  a  twofold  effect  on  the  balance 
of  payments.  At  once  it  makes  the  country  concerned  a  more  profit¬ 
able  place  to  lend  in  and  a  less  profitable  place  to  borrow  in.  And  in 
the  long  run,  if  the  restrictive  policy  is  continued,  it  is  calculated  to 
curtail  the  means  of  payment  available  for  the  purchase  of  goods  in 
the  country  (deflation),  and  thus  force  down  internal  prices,  to  the 
advantage  of  the  international  trade  balance. 

The  failure  of  the  economic  system  to  respond  to  the  operation  of 
the  Gold  Standard  as  described  above  appears  to  have  been  largely 
responsible  for  the  financial  crisis  of  1931.  For  that  failure  a  number 
of  reasons  may  be  adduced.  The  spread  of  economic  nationalism 1 
gravely  interfered  with  the  adjustment  of  trade  balances  in  accordance 
with  monetary  conditions.  The  importunate  demands  of  borrowers 
whose  necessities  were  caused  directly  or  indirectly  by  the  War 
raised  the  world  rate  of  interest  above  the  level  indicated  by  the 
state  of  industry  on  the  one  hand  and  the  rate  of  saving  on  the  other, 
and  put  a  severe  strain  on  the  economy  of  lending  countries.  The 
peculiarly  inflexible  monetary  system  of  France  prevented  an  influx 
of  gold  into  that  country  from  having  its  full  inflationary  effect  on 
credit  conditions  there.  The  growth  in  the  power  of  trade  unions, 
cartels,  combines  and  price-fixing  organizations  to  resist  downward 
1  See  the  Survey  for  1930,  Part  VI,  section  (i)  (b). 
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movements  of  wages  and  other  prices  intercepted  the  effects  of  defla¬ 
tionary  policy  designed  to  correct  the  balance  of  trade.  The  enlarge¬ 
ment  of  international  debts,  and  especially  the  existence  of  vast 
governmental  debts  arising  from  the  War,  added  new,  overwhelming 
and  exceptionally  obdurate  items  to  the  balance  of  international 
accounts.  First  the  speculative  attractions  of  Wall  Street  (until  the 
autumn  of  1 929),  and  then  the  outbursts  of  public  distrust  occasioned  by 
commercial  failures  and  financial  scandals  in  one  centre  after  another, 
set  currents  flowing  in  the  stream  of  international  payments  which 
were  far  too  swift  to  be  deflected  by  the  ordinary  instruments  of 
banking  policy.  Equally  uncontrollable  eddies  resulted  from  political 
disturbances — fears  of  a  Fascist  revolution  in  Germany,  apprehensions 
as  to  the  financial  policy  of  the  British  Labour  Government,  upheavals 
in  Central  and  Eastern  Europe. 

Some  of  these  causes  were  incidental  to  that  more  deeply  planted 
obstacle  to  the  normal  working  of  the  Gold  Standard  which  has 
already  been  mentioned,  namely,  the  restoration  of  European  cur¬ 
rencies  at  values  indicated  by  the  evanescent  circumstances  of 
the  particular  period  at  which  stabilization  was  undertaken.  Any 
item  in  the  balance  of  payments  might  be  abnormal  for  a  short  time 
preceding  stabilization,  and  thus  a  fixed  exchange  value  would  be 
established  which  would  be  appreciably  higher  or  lower  than  the 
natural  resultant  from  a  normal  condition  of  balance.  The  expectation 
of  revaluation  at  a  certain  figure  might  be  (and  indeed,  on  occasions 
was)  sufficient  in  itself  to  hold  the  exchange  at  that  level  for  a  while 
through  the  operations  of  speculators. 

A  stabilization  should,  therefore,  always  take  account  of  the  level  of 
wages  and  of  cost  of  living  as  well  as  the  level  of  wholesale  prices  and 
should  try  to  find  for  the  currency  a  value  to  which  all  these  levels  can 
be  adjusted  with  the  least  possible  disturbance.1 

Some  economists  have  stated  the  problem  as  that  of  choosing 
between  the  internal  and  the  external  value  of  the  currency.  In  the 
light  of  subsequent  events  there  can  be  little  doubt — indeed  it  was 
acknowledged  at  the  time — that  in  restoring  the  pound  to  its  pre-war 
parity  with  the  dollar  in  1925  Great  Britain  fixed  its  external  value 
at  a  higher  level  than  was  justified  by  the  internal  price  system,  and 
thus  imposed  upon  herself  the  necessity  of  deflation  in  order  to  adjust 
the  balance  of  trade  to  the  new  circumstances.  It  should  be  noted 
that  she  gained  at  the  same  time  considerable  financial  advantages 

Gustav  Cassel,  Post-War  Monetary  Stabilization  (Columbia  University 
Press,  1928),  p.  13. 
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from  the  restoration  of  the  pound,  but  this  is  no  place  to  debate  the 
issues  thus  raised.  On  the  other  hand, 

the  most  conspicuous  example  of  a  currency  having  been  fixed  at  too 
low  a  value  is  perhaps  that  of  Austria,  where  a  considerable  rise  in 
prices  was  afterwards  found  necessary  in  order  to  bring  down  the 
purchasing  power  of  the  currency  to  its  fixed  gold  parity.1 

Dr.  Cassel  wrote  the  above  before  the  restoration  of  the  Gold  Standard 
in  France  in  1928.  The  under- valuation  of  the  franc  is  demonstrated 
both  by  the  subsequent  inflow  of  gold  and  by  the  rise  of  internal 
prices  in  the  face  of  decline  elsewhere.  All  these  circumstances 
combined  to  injure  the  normal  operation  of  the  Gold  Standard  and  to 
hinder  its  use  as  a  means  of  achieving  world  price  stability. 

(3)  Summary  History  of  Currency  since  the  War. 

There  is  no  need  to  describe  at  length  the  rout  of  currency  standards 
that  occurred  during  the  War  of  1914-18.  The  principal  European 
belligerents  were  forced  to  suspend  the  convertibility  of  their  paper 
currencies,  all  of  which  depreciated  against  gold,  partly  because 
financing  the  War  entailed  inflation,  partly  because  abnormal 
imports  drove  down  the  exchanges,  partly  because  international 
speculators,  in  so  far  as  they  were  allowed  to  operate,  tended  to 
distrust  the  currencies  of  nations  engaged  in  war.  Even  the  United 
States,  after  she  became  a  belligerent,  went  off  the  Gold  Standard  in 
the  sense  of  temporarily  suspending  the  right  to  export  gold,  and  the 
dollar  was  quoted  at  a  considerable  discount  in  certain  neutral 
markets,  for  instance  the  Netherlands  and  Switzerland.  Countries 
like  Argentina,  Brazil  and  Scandinavia,  whose  currencies  the  cir¬ 
cumstances  of  war  tended  to  strengthen,  also  suspended  convertibility 
as  if  by  infection.  While  others  were  banning  the  export  of  gold, 
Sweden  prohibited  its  import  in  1916.  The  freedom  of  currencies  to 
fluctuate  in  relative  value  was,  however,  limited  by  the  grant  of 
inter- Ally  credits  on  a  large  scale.  The  London  exchange  on  New 
York  was  pegged  at  $4-76-|  to  the  £  from  the  autumn  of  1916  to 
March  1919,  Messrs.  J.  P.  Morgan  being  authorized  to  buy  either 
dollars  or  sterling  offered  at  that  price.  At  the  end  of  the  War,  when 
the  dollar  was  worth  about  three-quarters  of  its  par  value  in  terms  of 
Swiss  francs,  sterling  was  worth  about  98  per  cent,  of  its  dollar  parity, 
the  French  franc  about  88  per  cent,  and  the  Italian  lira  about  54 
per  cent.  The  Russian  rouble  had  depreciated  by  about  80  per  cent, 
against  the  Swiss  franc,  the  German  mark  by  40  per  cent.,  and  the 
Austrian  crown  by  60  per  cent. 

1  Cassel,  op.  cit.,  p.  15. 
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After  hostilities  had  ended,  the  dollar  quickly  recovered  and  even 
rose  above  par  on  Switzerland.  The  unpegged  pound  could  not 
follow  it,  but  the  adoption,  at  the  end  of  1919,  of  the  Cunliffe  Com¬ 
mittee’s  proposal  that  the  uncovered  note  circulation  should  be 
progressively  reduced,  helped  to  strengthen  sterling.  I  he  franc  and 
the  lira,  however,  when  artificial  support  was  removed,  fell  sharply, 
the  former  to  less  than  half,  the  latter  to  about  one-quarter,  of  gold 
parity;  budgetary  deficits,  internal  inflation  and  adverse  trade 
balances  were  the  rule  in  France  and  Italy.  The  currencies  of  the 
defeated  countries  dropped  swiftly  to  a  small  fraction  of  their  gold 
value,  but  they  did  not  at  once  collapse  utterly.  The  trade  boom  of 
1919-20  and  the  subsequent  slump  further  disorganized  the  currency 
systems  of  the  world.  In  May  1920  American  wholesale  prices  touched 
a  maximum  of  272  per  cent.1  of  their  pre-war  level,  compared  with 
206  per  cent,  at  the  time  of  the  Armistice ;  the  corresponding  maxi¬ 
mum  in  Great  Britain  was  225-5  per  cent.2  in  May  1920.  In  France, 
however,  prices  rose  to  six  times  their  pre-war  level  and  in  Italy  even 
higher.  When,  upon  the  collapse  of  the  trade  boom,  prices  fell 
swiftly  and  the  economic  life  of  the  world  really  began  to  adjust 
itself  to  the  new  conditions,  the  pound  and  the  franc  both  rose  in 
value.  Between  1920  and  1921,  France’s  adverse  balance  of  com¬ 
modity  trade  was  enormously  cut  down.  The  other  chief  international 
monetary  events  of  1921  were  the  decline  of  the  mark  after  the 
presentation  of  the  London  Schedule  of  Reparation  Payments,3  and 
of  the  Austrian  crown  after  the  first  abortive  attempt  at  the  resuscita¬ 
tion  of  Austria’s  finances  by  international  action.4  Another  important 
feature  of  currency  history  during  and  immediately  after  the  War 
was  the  rise  in  the  price  of  silver,  which  touched  the  record  level  of 
7 s.  5 \d.  per  ounce  in  1920. 5 

The  year  1922  saw  a  big  improvement  in  the  value  of  sterling, 
which  rose  from  a  rate  of  $4-21  to  the  £  at  the  beginning  to  $4-63  at 
the  end  of  the  year.  The  process  of  inflation  was  arrested  in  Great 
Britain,  and  greater  confidence  was  shown  abroad  in  the  British 
financial  position ;  at  the  same  time  prices  were  rising  in  the  United 
States.  On  the  continent  of  Europe,  exchanges  were  influenced 
mainly  by  the  budgetary  insolvency  of  France  and  by  the  spectre  of 
Reparations.  The  French  franc,  which  had  touched  47-40  francs  to 
the  £  in  April,  sank  to  72-20  francs  to  the  £  before  the  end  of  the  year. 

1  Bureau  of  Labour  Index.  2  Board  of  Trade  Index. 

3  See  the  Survey  for  1920-3,  Part  II,  section  (iv).  See  also  p.  176,  below. 

4  Ibid.,  Part  III,  section  (iii)  (5).  See  also  pp.  178-9,  below. 

8  The  history  of  silver  is  treated  in  a  separate  subsection. 
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Largely  because  of  the  unfulfilled  expectation  of  Reparations,  the 
governmental  expenditure  of  France  at  this  time  was  approximately 
double  what  was  raised  from  taxation  and  other  revenue,  without 
providing  anything  for  interest  and  amortization  on  her  foreign 
debt.  During  the  year  the  fall  of  the  mark  was  also  rapidly  accelerated, 
under  the  influence  of  the  pressure  put  upon  Germany  to  pay  her 
Reparation  debt.  The  mark,  which  opened  at  795J  to  the  £,  had  a 
value  of  only  34,000  to  the  £  at  the  end  of  the  year.  Other  European 
countries  subject  to  severe  currency  depreciation  included  Jugoslavia, 
Hungary,  Rumania,  Greece,  Poland,  Austria  and  Portugal.  The 
Austrian  crown,  though  worth  only  425,000  to  the  £  at  the  end  of 
August,  did  not  suffer  any  further  collapse  and  ended  the  year  at 
322,500  to  the  £. 

In  1923  the  period  of  stabilization  really  began.  The  value  of  the 
Austrian  crown  was  fixed  in  relation  to  the  dollar  under  the  League 
of  Nations  reconstruction  scheme.  A  number  of  European  currencies, 
including  those  of  Czechoslovakia,  Sweden  and  the  three  small 
Baltic  republics,  remained  throughout  pretty  stable  in  terms  of  gold. 
In  the  Far  East,  the  yen  showed  a  firm  resistance  to  the  effects  of  the 
great  Japanese  earthquake.  On  the  other  hand,  sterling,  weakened  by 
rumours  of  inflation  and  of  the  imposition  of  a  capital  levy  under 
a  Labour  Government,1  lost  almost  all  the  ground  gained  in  the 
previous  year,  while  French  and  Belgian  francs,  distrusted  now 
internally  as  well  as  by  foreigners,  depreciated  still  farther.  Moreover 
the  entry  of  French  and  Belgian  troops  into  the  Ruhr  and  the  con¬ 
sequent  use  of  the  printing-presses  by  the  German  Government  in 
order  to  carry  on  the  passive  resistance  campaign  caused  the  complete 
collapse  of  the  mark,  which,  on  the  6th  November,  1923,  fell  to  the 
fantastic  figure  of  50,000  milliards  to  the  £.  Before  the  end  of  the  year, 
however,  the  process  of  stabilization  had  been  started  with  the  estab¬ 
lishment  of  the  rentenmark,  for  purposes  of  internal  exchange  only. 

The  restoration  of  the  German  currency  will  be  described  in  detail 
in  a  later  sub -section.  Here  it  is  enough  to  note  that  the  reichsmark 
was  put  into  circulation  in  November  1924,  on  the  basis  of  the 
Gold  Standard,  with  the  aid  of  the  ‘Dawes  Loan’  of  Rm.  800,000,000 
(£40,000,000).  There  was  a  general  move  towards  stabilization  of 
European  exchanges  during  1924.  The  pound  sterling  improved  in 
value  as  prices  continued  to  rise  in  the  United  States  and  as  con¬ 
fidence  in  the  economic  future  of  Europe  was  restored.  The  fall  of 
the  Labour  Government  also  appears  to  have  reassured  foreign 

1  Mr.  Baldwin’s  first  Ministry  suffered  a  defeat  at  the  polls  on  the  6th 
December,  1923. 


172  THE  WORLD  CRISIS  Part  I 

investors.  Swiss  francs  and  Swedish  crowns  reached  parity  with  the 
dollar  late  in  the  year.  Poland  abandoned  her  former  currency  and 
maintained  the  new  zloty  close  to  par  without  external  aid.  Hungary, 
on  the  other  hand,  required  an  international  loan  for  the  stabilization 
of  the  pengo  at  346,000  to  the  £  gold.  An  American  loan  to  Belgium 
likewise  raised  the  exchange  value  of  the  Belgian  franc  after  it  had 
fallen  back  a  long  way,  and  a  loan  floated  in  London  and  New  York 
served  to  strengthen  and  stabilize  the  value  of  the  Czechoslovak 
crown.  The  Austrian  scheme  continued  to  work  satisfactorily.  The 
Finnish  mark  was  stabilized  and  Denmark  also  launched  a  stabiliza¬ 
tion  scheme.  But  France,  with  her  Budget  still  unbalanced  and  her 
foreign  debt  unfunded,  suffered  a  severe  depreciation  of  the  franc 
early  in  the  year,  and  only  the  intervention  of  London  and  New 
York  interests  arrested  the  decline.  At  the  end  of  the  year  £1 
fetched  87-27  francs,  the  rate  on  the  10th  March  having  been  120-25 
francs  to  the  £. 

General  stabilization  was  farther  advanced  in  1925,  again  aided 
by  international  co-operation.  Speculation  was  more  restricted  and 
was  concentrated  on  the  currencies  of  France,  Denmark  and  Norway. 
The  immediate  return  of  Great  Britain  to  the  Gold  Standard  was 
announced  by  Mr.  Winston  Churchill  in  his  Budget  speech  on  the 
28th  April,  and  Holland  restored  the  Gold  Standard  at  the  same  time. 
Austria,  having  succeeded  in  keeping  the  exchange  rate  stable,  intro¬ 
duced  the  new  gold-backed  schilling  at  the  rate  of  34-58^  to  the  £. 
The  Scandinavian  exchanges  all  improved.  Italy,  having  settled  the 
American  debt  very  favourably  and  continued  a  series  of  strict 
financial  reforms,  held  her  exchange  rate  at  about  120  lire  to  the  £. 
The  Belgian  franc  improved  on  the  strength  of  further  borrowing 
in  the  United  States,  and  a  stabilization  scheme  wras  launched.  The 
Spanish  exchange,  as  in  the  previous  year,  was  depressed  by  the 
exigencies  of  the  Moroccan  campaign,  in  spite  of  stern  measures  of 
control.  The  French  franc  continued  to  depreciate,  and  at  the  end 
of  the  year  was  worth  only  129-30  francs  to  the  £ — not  far  from  the 
lowest  rate  of  the  year. 

This  depreciation  continued  in  1926,  and  on  the  21st  July  the 
London  rate  on  Paris  was  245  francs  to  the  £,  but  drastic  financial 
reforms  were  inaugurated  by  the  Poincare  Government,  and  by  the 
end  of  the  year  temporary  stability  had  been  achieved  through  the 
offer  of  the  Bank  of  France  to  buy  francs  at  122  to  the  £  sterling. 
The  Belgian  exchange  depreciated  along  with  the  French,  as  a  result 
of  inflation  and  governmental  extravagance,  but  the  public  finances 
were  reformed  there  also,  and,  having  raised  a  loan  of  £20,000,000  in 
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London,  Belgium  stabilized  in  October  at  the  rate  of  175  francs  to  the 
£,  at  the  same  time  introducing  the  ‘belga’,  equivalent  to  5  francs, 
for  foreign  exchange  purposes.  The  lira  recovered  in  international 
value,  after  a  break,  on  the  expectation  of  stabilization,  and  the 
danmark  also  appreciated  when  the  restoration  of  the  Gold  Standard 
was  foreshadowed  by  the  raising  of  a  loan  of  £3,000,000  in  London. 
Czechoslovakia,  having  achieved  de  facto  stabilization  in  1925  on  a 
dollar  basis,  kept  the  exchange  steady  with  the  aid  of  a  revolving 
credit  granted  by  American  banks  in  May  1926.  The  reichsmark  so 
far  appreciated — this  being  a  period  of  large  importations  of  capital 
into  Germany — that  the  gold  reserves  of  the  Reichsbank  were 
considerably  augmented.  Sterling  was  also  extraordinarily  strong, 
and  the  exports  of  gold  to  the  United  States  which  had  marked  the 
two  previous  years  were  cut  short.  Elsewhere,  notably  in  Greece  and 
Poland,  political  troubles  delayed  the  process  of  stabilization. 

In  1927  the  number  of  currencies  subject  to  large  exchange 
fluctuations  was  still  farther  reduced.  The  par  value  of  the  zloty  was 
reduced  from  25-22^  to  the  £  to  43-38  to  the  £  and  the  Gold  Standard 
was  established.  Estonia,  after  a  period  of  de  facto  stabilization,  went 
definitely  on  to  the  Gold  Standard.  Outside  Europe,  the  important 
decision  was  taken  to  fix  the  value  of  the  Indian  rupee  at  Is.  6 d.,  and 
to  dispose  gradually  of  the  silver  reserves,  in  accordance  with  the 
recommendations  of  the  Hilton  Young  Commission,  which  had 
reported  in  the  previous  year.  After  depreciating  as  a  result  of 
political  rumours  and  of  difficulties  between  Italy  and  Jugoslavia, 
the  lira  was  stabilized  on  a  gold  basis  at  92-46  to  the  £,  against  a 
pre-war  rate  of  25-22^.  Credits  of  £25,000,000  each  had  been  made 
available  in  London  and  New  York  for  the  defence  of  the  exchange. 
The  franc,  which  was  being  deliberately  pegged,  fluctuated  very 
slightly,  and  closed  the  year  at  124  francs  to  the  £  sterling. 

On  the  2nd  June,  1928,  France,  the  last  Great  Power  in  Europe 
legally  to  stabilize  her  currency,  fixed  the  gold  value  of  the  franc 
at  124-21  to  the  £,  approximately  one-fifth  of  its  pre-war  value. 
Other  countries  which  stabilized  in  that  year  included  Luxembourg, 
Norway  and  Bulgaria.  Speculation  in  European  currencies  was  con¬ 
centrated  on  the  peseta.  The  Reichsbank  continued  its  policy  of 
acquiring  gold,  and  the  sale  of  Germany’s  banking  assets  abroad, 
combined  with  the  flow  of  money  to  the  United  States,  so  much 
weakened  sterling  that  there  was  a  considerable  outflow  of  gold  from 
London,  which  was  being  forced,  with  inadequate  resources,  to  take 
the  place  of  New  York  as  the  financier  of  Europe. 

In  the  first  half  of  1929,  exchange  movements  were  dominated  by 
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the  Wall  Street  boom  and  the  consequent  spate  of  money  to  New 
York.  The  weakness  of  sterling  resulted  in  a  steady  flow  of  gold 
from  London  in  the  summer.  Most  of  this  went  to  France,  which 
imported  £40,000,000  worth  of  gold  in  the  second  half  of  the  year, 
mostly  from  London,  but  later  on,  after  the  Stock  Exchange  crash,  from 
New  York  also.  During  the  year  ended  the  30th  June,  1929,  the  Bank 
of  France  sold  nearly  £80,000,000  of  foreign  exchange.  The  banks 
which  purchased  it  disposed  of  it  for  francs  later  on  when  other  cen¬ 
tres  became  less  profitable  for  short-term  investment  than  Paris  itself, 
or  when  for  one  reason  or  another  they  were  in  special  need  of  cur¬ 
rency.  In  April  the  threat  of  a  breakdown  of  the  work  of  the  Young 
Committee  of  Reparation  Experts,  then  meeting  in  Paris,  depressed 
the  reichsmark  so  far  that  Germany  exported  over  £40,000,000  of  gold 
in  a  month.  But  the  success  of  the  Committee  caused  a  recovery,  and 
Berlin  took  gold  later  in  the  year.  After  the  break  of  stock  prices  in 
October  the  whole  face  of  the  foreign  exchange  market  changed. 
Sterling  immediately  improved,  actually  reaching  a  level  at  which  it 
was  profitable  to  import  gold  from  the  United  States.  At  the  same 
time  the  currencies  of  the  raw  material-producing  countries,  such  as 
Australia,  Canada  and  the  Argentine,  depreciated  so  far  that  all  those 
three  were  forced  to  abandon  the  practice  of  the  Gold  Standard. 
The  Australian  Commonwealth  Bank  Bill  authorized  the  prohibition 
of  gold  exports ;  Canada,  while  continuing  to  claim  the  title  of  a 
Gold  Standard  country,  placed  a  practical  embargo  on  the  export  of 
gold,  which  would  have  been  profitable  at  the  low  rate  of  exchange 
then  ruling  ;  and  in  spite  of  the  possession  of  a  large  stock  of  gold,1  the 
Argentine  Conversion  Office  suspended  gold  payments.  On  the  other 
hand,  Switzerland  formally  adhered  to  the  Gold  Standard  in  1929, 
and  Czechoslovakia  likewise  stabilized  her  currency  de  jure.  Under 
the  influence  of  financial  reforms  the  yen  greatly  improved  in  value, 
so  that  by  the  end  of  the  year  preparations  were  on  foot  for  its 
stabilization. 

By  1930,  therefore,  the  period  of  the  return  to  the  Gold  Standard 
was  virtually  ended,  and  the  period  of  its  relinquishment  under  the 
pressure  of  the  world  slump  had  already  begun.  In  Europe  the  only 
important  currency  still  subject  to  large  fluctuations  was  the  peseta, 
which  lost  over  one-quarter  of  its  value  during  the  year.  Among  the 
great  financial  Powers,  however,  the  operation  of  the  Gold  Standard 
continued  to  cause  serious  difficulties.  For  a  number  of  reasons, 
including  the  issue  of  the  Young  Plan  Reparations  loan  and  of  the 
shares  of  the  Bank  for  International  Settlements,  and  the  need  for 
1  $427,416,000  at  the  end  of  1929. 


Sect,  ii  FINANCIAL  OUTCOME  OF  POST-WAR  YEARS  175 

greater  liquidity  at  a  time  of  falling  security  values  and  public 
distrust,  French  banks  found  themselves  short  of  cash  in  the  summer 
and  renewed  their  realization  of  sterling  assets.  Their  necessities 
became  even  more  acute  in  November,  when  the  confidence  of  French 
depositors  was  sapped  by  the  ‘Oustric’  collapse  and  scandal.  Ster¬ 
ling  was  therefore  subjected  to  heavy  pressure  and  gold  was  again 
taken  from  London.  Apart  from  these  strains  upon  the  Gold  Standard, 
the  year  1930  was  comparatively  uneventful  in  currency  history. 

From  this  necessarily  curt  and  disjointed  narrative  two  outstanding 
facts  will,  perhaps,  have  become  apparent  to  the  reader.  The  great 
task  of  restoring  stability  to  European  currency  exchanges — an 
essential  preliminary  to  world  trade  recovery — after  the  war-time 
upheaval  and  the  inflations  arising  out  of  circumstances  which  had 
their  origins  in  the  War,  was  only  accomplished  with  the  aid  of 
international  co-operation.  Great  Britain,  not  without  difficulty,  and 
France,  more  easily  because  of  the  low  rate  at  which  she  revalued  the 
franc  and  because  in  the  meantime  she  had  acquired  a  large  volume 
of  liquid  foreign  assets,  relied  on  their  own  financial  resources  in 
restoring  the  Gold  Standard,  but  time  and  again,  in  Germany,  Italy, 
Austria,  Hungary,  Czechoslovakia,  Belgium,  Denmark  and  elsewhere, 
the  raising  of  a  foreign  loan  or  open  credit  was  an  essential  part 
of  the  process  of  currency  stabilization.  These  were  usually  private 
banking  credits  or  loans  subscribed  by  the  public,  whereas  the  attempt 
to  arrest  the  collapse  of  monetary  standards  in  1931  was  characterized 
by  direct  lending  between  Central  Banks,  including  therewith  the 
Bank  for  International  Settlements.  The  second  prominent  feature 
of  post-war  monetary  history  was  the  decisive  part  played  by  political 
distrust  or  confidence.  The  comparatively  slight  fluctuations  of 
sterling  were  certainly  influenced  by  the  reaction  of  capitalists  to  the 
greater  or  less  prospect  of  anti-capitalist  legislation,  and  the  same  was 
true  of  the  French  franc.  The  insistence  of  the  former  Allies  on 
extravagant  scales  of  Reparation  payments  sapped  public  faith  in 
Germany’s  economic  and  political  stability,  and  the  consequent 
depreciation  of  the  exchange  value  of  the  mark  was  proportionately 
far  greater  than  the  internal  expansion  of  the  circulation.  In  France, 
too,  the  exchange  fluctuations  were  on  a  much  larger  scale  than  was 
indicated  by  any  internal  financial  conditions,  largely  because 
confidence  in  the  financial  soundness  of  her  Government  and  of  its 
measures  ebbed  both  at  home  and  abroad.  Indeed,  it  may  be  stated 
as  a  general  conclusion  that,  in  determining  the  course  of  post-war 
currency  exchange,  movements  of  capital  were  in  the  short  run  of 
much  greater  moment  than  factors  based  on  commodity  prices  and 
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trade,  and  that  if  the  short-term  reaction  was  violent  enough  there 
resulted  a  permanent  condition  which  long-run  correctives  were 
powerless  to  avert. 

(4)  The  Stabilization  of  the  Mark. 

At  the  end  of  the  War  the  German  mark  was  worth  on  the  inter¬ 
national  exchanges  about  one-half  of  its  pre-war  parity,  and  the  level 
of  commodity  prices  and  wages  was  about  two  and  a  half  times  as 
high  as  in  1913.  The  volume  of  means  of  payment  was,  however, 
fourteen  times  as  great  as  the  normal  pre-war  figure.  The  floating 
debt  of  the  Reich,  in  the  form  of  discounted  Treasury  bonds,  totalled 
48,500,000,000  marks  (£2,400,000,000),  94  per  cent,  of  the  cost  of 
the  War  having  been  financed  in  Germany  by  borrowing. 

After  the  War  the  history  of  German  finance  was  largely  a  history 
of  the  attempt  to  recover  Reparations.1  During  the  first  half  of  1919 
the  Reichsbank  delivered  over  1,000,000,000  marks  of  gold  to  Allied 
Powers  in  exchange  for  foodstuffs,  this  being  rather  less  than 
the  amount  withdrawn  from  circulation  during  the  War.  Drastic 
increases  of  taxation  were  imposed,  but  the  disturbance  wrought  by 
the  Treaty  of  Versailles  in  the  economic  life  of  the  country  was  too 
great  for  these  increases  to  be  effective  in  balancing  the  Budget. 
The  abortive  Brussels  Reparation  Conference  was  followed  by  the 
London  Conference  in  March  1921,  and  the  delivery  of  the  ‘London 
ultimatum’  to  Germany.  In  December  1921,  when  the  German 
Government  applied  in  vain  for  a  moratorium,  the  mark  was  worth 
60  to  the  dollar  ;2  a  year  later,  it  was  worth  only  9,000  to  the  dollar. 
Under  the  London  Schedule  of  Payments,  the  creditors  had  demanded 
the  delivery  in  cash,  by  September  1921,  of  1,000,000,000  gold  marks, 
and  it  was  the  attempt  to  liquidate  the  short-term  loans  with  which  this 
was  financed  that  precipitated  the  decline  in  the  exchange  value  of  the 
mark.  On  the  1 1th  January,  1923,  French  and  Belgian  troops  marched 
into  the  Ruhr ;  by  the  end  of  January  the  mark  was  quoted  at  49,000 
to  the  dollar.  In  February  the  Reichsbank  intervened  to  check  bear 
speculation  and  successfully  restored  the  exchange  rate  to  23,500  to 
the  dollar,  but  this  was  only  a  temporary  respite,  and  the  restriction 
of  non-governmental  credit  was  powerless  to  prevent  the  inflation 
imposed  by  public  expenditure  in  the  Ruhr  and  elsewhere.  During 
July  1923  the  value  of  the  mark  fell  from  160,000  to  1,100,000  to  the 

1  See  the  History  of  the  Peace  Conference  of  Paris,  vol.  ii,  chap,  i,  Parts 
III  and  IV ;  the  Survey  for  1920-3,  Part  I,  section  (ii)  and  Part  II,  section  (iv) ; 
the  Survey  for  1924,  Part  II  A;  the  Survey  for  1929,  Part  I  B,  section  (ii) ; 
the  Survey  for  1930,  Part  VI,  section  (iii). 

2  Pre-war  parity  was  about  4-2  to  the  dollar. 
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dollar.  The  mark  had  become  practically  useless  as  a  means  of 
exchange  or  account,  and  in  August  1923  taxation  was  imposed  on  a 
gold  basis ;  foreign  currency  was  entering  into  circulation,  many 
wages  being  paid  and  contracts  made  in  it.  Values  were  also  expressed 
in  terms  of  commodities — rye,  coke,  coal,  potash,  even  kilowatts. 
In  August  1923,  an  internal  loan  for  the  establishment  of  a  stable 
currency  failed  to  secure  sufficient  public  support. 

The  turning-point  came  in  October,  when  passive  resistance  was 
formally  abandoned  by  the  second  Stresemann  Cabinet.  This  was 
followed  by  the  creation  of  the  Rentenbank,  which  was  authorized 
to  issue  rentenmarks — a  new  currency  altogether — in  gold  denomina¬ 
tions  on  the  security  of  a  5  per  cent,  first  mortgage  charge  on  all 
agricultural,  industrial,  and  commercial  capital.  The  existing  short¬ 
term  debt  of  the  Government  was  to  be  converted  into  a  long-dated 
obligation  to  the  Rentenbank,  the  equivalent  in  rentenmarks  being 
placed  at  the  disposal  of  the  Reichsbank,  and  the  Rentenbank  was 
empowered  to  lend  direct  to  the  Government.  The  new  notes  were 
not  legal  tender,  but  there  was  a  great  demand  for  them  when 
they  were  issued.  On  the  26th  October,  1923,  Monsieur  Poincare 
agreed  to  an  inquiry  into  Germany’s  capacity  to  pay,  and  on  the 
14th  January,  1924,  the  Dawes  Committee  held  its  first  meeting  in 
Paris.  By  restricting  the  circulation,  the  newly  appointed  Currency 
Commissioner  (Dr.  Schacht)  succeeded  in  pegging  the  exchange  at 
4,200,000,000,000  marks  to  the  dollar.  The  rentenmark,  like  the 
former  gold  mark,  exchanged  at  4-2  to  the  dollar,  and  was  thus 
worth  1,000,000,000,000  marks. 

Attempts  to  restrict  credit  were  continued,  under  the  direction 
of  Dr.  Schacht,  who  became  President  of  the  Reichsbank  on  the 
22nd  December,  1923.  But  the  fixed  rate  of  interest,  10  per  cent., 
charged  by  the  Rentenbank,  appeared  to  be  too  low  in  view  of  the 
abnormal  circumstances  of  the  time,  and  the  advances  of  the  Renten¬ 
bank  increased  in  the  first  three  months  of  1924  from  609,000,000 
gold  marks  to  over  2,000,000,000  gold  marks.  In  April,  credit  was 
further  restricted  by  an  order  confining  Reichsbank  advances  to 
sums  made  available  by  the  repayment  of  earlier  credits.  The  policy 
was  successful.  Wholesale  prices  fell  sharply  and  the  balance  of  trade 
was  altered  in  an  outward  direction.  Commodity  hoards  were 
liquidated  and  foreign  exchange  assets,  many  of  which  had  been 
acquired  during  the  period  of  speculation  in  the  mark,  were  realized. 
As  a  result  of  these  events  a  stock  exchange  crisis  and  a  trade  slump 
supervened,  but  the  currency  had  been  secured.  The  programme  of 
the  Dawes  Plan  for  the  establishment  of  an  independent  Reichsbank 
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and  the  restoration  of  the  Gold  Standard  in  Germany  has  already 
been  described  in  this  series.1 

It  will  be  seen  from  this  summary  that  the  depreciation  of  the  mark 
almost  to  vanishing  point  was  the  consequence  of  two  main  causes 
internal  to  Germany,  namely,  the  failure  to  restore  budgetary  and 
economic  equilibrium  after  the  War,  and  the  reckless  inflation 
entailed  by  passive  resistance  to  the  Ruhr  occupation  and  by  the 
dislocation  of  Germany’s  economic  life  which  the  occupation  caused. 
To  these  must  be  added  a  secondary  but  all-important  cause,  arising 
out  of  the  others — the  flight  of  capital  and  speculation  in  foreign 
currencies.  The  export  of  capital  from  Germany  during  the  period 
1919-23  has  been  estimated  at  6,000,000,000  to  7,000,000,000  gold 
marks  (£300-350,000,000),  and  the  total  of  foreign  bank-notes 
imported  at  1,200,000,000  gold  marks  (£60, 000, 000). 2  Conversely, 
the  rehabilitation  of  the  currency  was  dependent  upon  the  balancing 
of  the  Budget  (with  the  aid,  at  first,  of  foreign  borrowing  and  the 
moderation  of  Reparation  demands),  upon  the  most  rigid  restriction 
of  credit  and  upon  the  consequent  restoration  of  confidence,  at  home 
and  abroad,  in  the  economic  stability  of  the  country. 

(5)  Stabilization  in  Austria .3 

The  Treaties  of  Peace  dismembered  the  Hapsburg  dominions  and 
left  Austria  an  economic  anomaly,  a  metropolis  without  an  empire. 
A  vast  army  of  Government  servants  and  an  ill-balanced  general 
economy  combined  to  weaken  her  public  finances.  Taxation  con¬ 
tinually  fell  a  step  behind  expenditure,  and  as  inflation  resulted  the 
crown  depreciated  and  the  process  was  merely  pushed  a  stage  further. 


Austrian  Budget  Deficits. 


Period. 

Deficit  in 
million  Krone. 

Percentage  of 
expenditure. 

First  half  of  1919  . 

2,704 

67 

1919-20. 

10,579 

63 

1920-1  . 

41,117 

58 

Second  half  of  1921 

25,421 

51 

First  half  of  1922  . 

137,770 

40 

In  the  autumn  of  1920,  the  Austrian  section  of  the  Reparations  Com¬ 
mission  put  forward  a  plan  for  resuscitating  the  country’s  finances 


1  See  the  Survey  for  1924,  Part  II  A,  section  ( v-vii). 

2  James  W.  Angell,  The  Eecovery  of  Germany  (Yale  University  Press,  1929), 
p.  374. 

3  See  the  Survey  for  1920-3,  Part  III,  section  (iii);  the  Survey  for  1926, 
Part  II  B,  section  (iv). 
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with  the  aid  of  a  $250,000,000  loan.  The  plan  was  rejected  by  the 
Supreme  Council  of  the  Allies,  who  referred  the  whole  question  to  the 
Financial  Committee  of  the  League  of  Nations.  After  an  investiga¬ 
tion  on  the  spot,  the  report  of  the  Committee  was  approved  by  the 
Council  in  June  1921.  It  involved  the  grant  of  a  foreign  credit  to 
Austria  on  the  security  of  certain  revenues  and  a  compulsory 
mortgage.  The  priority  of  Reparations  and  of  relief  credits  was  to  be 
waived  by  the  Powers,  but  this  renunciation  took  so  long,  largely 
owing  to  American  constitutional  obstacles,  that  fresh  depreciation 
began.  Temporary  credits  granted  by  France  and  Great  Britain  were 
insufficient  to  stem  the  tide.  The  Austrian  crown,  possessing  a  gold 
parity  of  4-94  to  the  dollar,  and  having  been  worth  about  one-third 
of  its  par  value  when  the  War  ended,  was  worth  only  83,600  to  the 
dollar  at  the  end  of  August  1922,  less  than  one-tenth  of  its  exchange 
value  only  four  months  earlier. 

In  September  1922,  the  Chancellor,  Mgr.  Seipel,  laid  the  whole 
question  of  Austria’s  economic  plight  before  the  Council  of  the  League 
of  Nations,  and  on  the  4th  October  a  new  scheme  was  signed  at 
Geneva.  The  main  features  of  the  project  were  three : 

(1)  The  signatories,  including  Austria  herself,  mutually  guaranteed  her 
‘political  and  economic  independence  and  territorial  integrity’.1 

(2)  As  the  assigned  revenues,  that  is  to  say  customs  and  tobacco,  were 
insufficiently  attractive  security,  the  British,  French,  Italian  and 
Czechoslovak  Governments  each  guaranteed2  a  portion  of  the  loan  of 
650,000,000  gold  crowns  which  was  to  be  furnished  to  Austria. 

(3)  The  Austrian  Government  pledged  themselves  to  financial  reform 
- — to  cease  borrowing  from  the  Bank  and  to  create  a  new  and  indepen¬ 
dent  bank  of  issue.  The  Council  of  the  League  was  to  appoint  a  Com¬ 
missioner-General  without  whose  approval  none  of  the  proceeds  of  the 
loan  could  be  spent. 

After  the  acceptance  of  this  plan  events  moved  swiftly.  An  internal 
short-term  loan  was  taken  up  in  November  1922.  The  Austrian  Govern¬ 
ment  adopted  a  programme  of  financial  reforms.  The  Reparation  Com¬ 
mission  and  the  creditors  for  relief  debt  liberated  the  specific  assets 
that  they  held  as  security.  Dr.  A.  R.  Zimmermann,  the  Commissioner- 
General,  took  up  his  duties  in  December  and  the  new  Austrian 
National  Bank  was  opened  on  the  3rd  January,  1923.  In  February  a 
guaranteed  short-term  loan  of  £3,500,000  was  issued  in  six  countries, 
to  be  replaced  later  in  the  year  by  a  long-term  loan.  The  budgetary 

1  This  clause  was  the  ground  of  the  adverse  decision  of  the  majority  of  the 
Judges  of  the  Hague  Court  in  the  Austro- Herman  customs  union  case  in 
September  1931  (see  Part  III  A  of  the  present  volume). 

2  Belgium,  Denmark,  Holland  and  Sweden  were  also  guarantors,  but  only  of 
6  per  cent,  of  the  loan  in  all. 
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deficit  was  wiped  out  before  the  end  of  1923,  and  by  that  time  the 
currency  had  been  legally  stabilized  on  the  basis  of  the  Gold  Exchange 
Standard. 


(6)  The  Devaluation  of  the  Franc. 

Before  the  War  the  currency  system  of  France  was  what  is  known 
as  the  ‘limping  standard’ — bimetallism  with  the  qualification  that 
only  one  of  the  metals,  gold,  was  freely  minted.  France  formed  part 
of  the  Latin  Currency  Union.  The  Bank  of  France  was  responsible 
for  the  maintenance  of  the  currency,  and  was,  like  the  Bank  of 
England,  highly  independent  of  the  State,  to  which  it  had  advanced 
only  about  200,000,000  francs  (£8,000,000).  There  was  no  legal 
reserve  ratio,  but  the  note  circulation  was  limited  to  a  maximum  of 
6,800,000,000  francs  (£272,000,000).  At  the  end  of  1913  the  Bank  of 
France  held  3,517,000,000  francs  of  gold  and  640,000,000  francs  of 
silver  against  a  note  circulation  of  5,717,000,000  francs. 

The  stability  of  this  system  was  completely  upset  by  the  necessities 
of  War  finance.  The  accumulated  deficits  of  the  five  Budgets  of 
1914-18  totalled  144,400,000,000  francs  (£5,776,000,000)/  and  by 
1920  the  Government  had  borrowed  over  29,000,000,000  from  the 
Bank.  Of  course  this  meant  a  big  inflation  of  currency.  The  legal 
maximum  circulation  was  raised  progressively  to  33,000,000,000, 
and  by  the  end  of  the  War  the  actual  note  circulation  was  over 
30,000,000,000,  not  counting  the  local  paper  tokens  whose  exchange¬ 
ability — or  want  of  it — caused  so  much  trouble  to  foreign  visitors. 
As  a  consequence,  wholesale  prices  at  the  end  of  1918  were  nearly 
three  and  a  half  times  as  high  as  before  the  War.  Naturally  the 
convertibility  of  paper  money  into  gold  had  to  be  suspended,  and 
nearly  2,000,000,000  of  gold  (£80,000,000)  was  squeezed  out  of  circu¬ 
lation,  but  an  equal  sum  was  shipped  abroad  as  collateral  security 
for  War  credits.  At  the  end  of  1918  the  Bank  of  France  showed  a 
gold  reserve  of  3,441,000,000  francs  in  France  and  2,037,000,000 
francs  under  pledge  abroad,  together  with  2,337,000,000  of  foreign 
exchange  representing,  for  the  most  part,  unused  sterling  and 
dollar  credits,  which  were  soon  exhausted.  The  external  trade  balance 
was,  of  course,  extremely  adverse — the  excess  of  merchandise 
imports  was  nearly  24,000,000,000  in  1919  as  compared  with 
1,500,000,000  in  1913 — but  the  establishment  of  credits  in  New  York 
and  London  and  the  control  of  foreign  exchange  dealings  served  to 
peg  the  franc  at  about  70  per  cent,  of  its  parity  with  the  Swiss  franc, 
and  88  per  cent,  of  its  dollar  parity. 

1  Estimate  of  G.  E.  Bossuet,  quoted  by  Pandele,  op.  cit. 


Sect,  ii  FINANCIAL  OUTCOME  OF  POST-WAR  YEARS 


181 


After  the  War,  when  the  dollar  returned  swiftly  to  its  gold  parity 
and  the  process  of  currency  restriction  brought  down  British  prices 
and  raised  the  international  value  of  the  pound,  budgetary  deficits 
and  currency  expansion  continued  in  France.  The  advances  of  the 
Bank  of  France  to  the  State  increased,  and  the  note  circulation,  which 
was  30,000,000,000  at  the  end  of  1918,  exceeded  37,500,000,000  at  the 
end  of  1920,  the  legal  maximum  having  been  once  more  raised.  In 
April  1920,  wholesale  prices  in  France  being  then  six  times  as  high 
as  before  the  War,  the  French  franc  fell  to  one-third  of  its  par  value 
in  terms  of  dollars.  With  the  international  slump  of  1921,  the 
depreciation  of  the  franc  was  arrested.  In  two  years,  wholesale 
prices  were  almost  halved.  Government  borrowing  at  the  Bank 
stopped  and  the  circulation  decreased,  though  not  in  so  great  a 
proportion  as  was  indicated  by  the  fall  of  prices.  The  inward  com¬ 
modity  balance  of  trade,  which  had  amounted  to  23,000,000,000 
francs  in  1920,  dropped  suddenly  to  2,300,000,000  in  1921,  imports 
having  been  diminished  in  value  by  55  per  cent,  in  a  single  year. 
The  adverse  trade  balance  was  more  than  covered  by  tourist  expendi¬ 
ture  in  France.1  The  dollar  value  of  the  franc  remained  fairly  stable 
at  about  40  per  cent,  of  its  pre-war  level.  In  1924  this  even  course 
was  interrupted  by  the  adverse  effect  of  speculation,  but  the  exchange 
improved  again  when  the  Bank  of  France  raised  credits  of  £4,000,000 
with  Messrs.  Lazard  Brothers  of  London  and  of  $100,000,000  with 
Messrs.  J.  P.  Morgan  of  New  York. 

The  turning-point  came  with  the  electoral  success  of  the  Cartel  des 
Gauches  in  June  1924,  and  the  formation  of  the  Herriot  Government. 
These  events,  so  valuable  in  many  ways  to  the  progress  of  inter¬ 
national"  amity  after  the  harm  wrought  by  the  Ruhr  invasion,  were 
disastrous  to  the  stability  of  the  franc,  just  as  the  almost  simultaneous 
entry  into  office  of  Mr.  Ramsay  MacDonald’s  first  Government  was 
injurious  to  the  stability  of  the  pound  sterling.  Both  these  Govern¬ 
ments  attempted — or  seemed  likely  to  attempt — expensive  measures 
of  social  reform  financed  by  taxation  based  on  anti-capitalist  ideas. 
Thus  they  frightened,  if  they  did  not  actually  damage,  owners  of 
invested  capital  and  especially  of  liquid  funds.2  The  chief  difference, 
in  this  connexion,  between  the  Socialist  Governments  of  France  and 
Great  Britain  was  that  whereas  the  latter,  with  Mr.  Snowden  at  the 

1  This  has  been  estimated  at  2,800,000,000  of  francs  in  1921.  (P.  Meyniale, 
in  the  Revue  d' iSconomie  Politique,  March-April,  1927.) 

2  Les  methodes  qu’ employ aient  les  gouvernements  de  l’epoque  pour  re- 
tablir  les  finances  et  restaurer  la  monnaie  allaient  a  l’encontre  de  leur  but, 
car  elles  reposaient  sur  des  principes  anti-capitalistes,  en  parfait  disaccord 
avec  l’economie  qu’ elles  se  proposaient  d’assainir  (Pandele,  op.  cit.,  p.  219). 
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Treasury,  sought  to  conduct  the  public  finances  on  strictly  orthodox 
principles  and  managed  to  balance  the  Budget,  the  Governments  of 
MM.  Herriot  and  Caillaux  resorted  once  more  to  borrowing  from  the 
Bank  of  France.  Further,  they  borrowed  from  the  private  banks, 
who  rediscounted  their  Government  bonds  at  the  Central  Bank,  and 
thus  obtained  further  money  to  lend  to  the  Government.  In  April 
1925  the  maximum  circulation  was  raised  to  45,000,000,000  and  a 
limit  of  26,000,000,000  was  set  for  Government  borrowing  from  the 
Bank  of  France,  and  in  December  of  the  same  year  these  limits  were 
raised  respectively  to  58,000,000,000  and  38,500,000,000.  By  the 
summer  of  1926  the  authorized  Government  credit  was  practically 
exhausted,  and  on  the  5th  August  the  note  circulation  reached  the 
record  figure  of  57,258,000,000  francs.  Meanwhile  the  external 
value  of  the  franc  had  fallen  precipitously,  till  the  pound  fetched 
240  francs,  nearly  ten  times  as  many  as  at  par.  But  this  was  not  the 
consequence  of  any  adverse  balance  of  trade  following  the  rise  of 
internal  prices ;  on  the  contrary,  the  surplus  of  imports  of  2,256,000,000 
francs  in  1923  was  changed  into  a  surplus  of  exports  of  1,322,000,000 
francs  in  1924  and  of  1,660,000,000  francs  in  1925,  while  tourist 
expenditure  in  France,  encouraged  by  the  favourable  rate  of  exchange, 
steadily  increased.  The  depreciation  was  due  to  the  outflow  of  liquid 
funds  and  even  to  the  sale  of  francs  by  small  rentiers  in  France,  who, 
with  the  spectre  of  German  inflation  vividly  before  their  eyes,  feared 
that  they  might  lose  all  that  they  possessed. 

The  export  or  import  of  capital,  in  the  form  of  deposit  credits,  of 
international  securities,  or  of  actual  cash,  assumes  such  large  proportions 
when  a  country  is  threatened  with  bankruptcy  that  the  relative  im¬ 
portance  of  the  flow  of  trade  governed  by  commodity  price  levels  is 
very  slight.1 

That  central  lesson  of  the  French  franc  depreciation  was  learnt  over 
again  in  the  financial  crisis  of  1931. 

In  August  1926,  the  Cartel  des  Gaudies  was  defeated  and  Monsieur 
Poincare  assumed  office.  He  immediately  proceeded  with  the  task 
of  restoring  the  public  finances,  imposing  13,000,000,000  of  new 
taxation,  and  the  1926  Budget  closed  in  equilibrium.  These  measures, 
and,  indeed,  the  promise  of  them,  immediately  attracted  money  back 
into  the  country,  and  by  the  end  of  the  year  the  franc  was  back  at 
1221  to  the  pound.  Under  a  law  of  the  5th  August,  1926,  the  Bank 
of  France  was  authorized  to  buy  gold,  silver  and  devisen  without 
reckoning  the  equivalent  out-payments  against  the  legal  maximum 

1  Eieanor  Duller,  The  French  Franc,  1914-28  (New  York,  1929,  The 
Macmillan  Company),  p.  26. 
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circulation.  By  Christinas  it  had  acquired  over  1,500,000,000  of 
reserve  assets  in  this  way ;  up  to  that  time,  ever  since  the  War,  the 
French  gold  reserve  had  stood  at  about  5,500,000,000,  one-third  of 
which  was  held  abroad.  In  the  same  period  of  five  months,  the 
Bank’s  advances  to  the  State  fell  by  2,500,000,000  and  the  note 
circulation  by  nearly  5,000,000,000.  In  March  1927,  the  franc  was 
officially  ‘pegged’,  though  not  legally  stabilized,  at  the  rate  of 
124-02-10  to  the  pound  sterling.  The  external  appreciation  of  the 
franc,  coupled  with  the  internal  deflation,  displeased  manufacturers, 
and  there  was  a  minor  slump  in  France  itself,  but  her  foreign  trade 
was  little  hurt.  In  1926  imports  almost  exactly  balanced  exports, 
while  tourist  expenditure  provided  1 3,000,000,000  of  foreign  exchange,1 
and  in  1927  the  outward  balance  of  trade  amounted  to  2,375,000,000 
francs. 

The  franc  was  in  fact,  and  continued  to  be,  undervalued  in  relation 
to  its  purchasing  power.  The  outflow  of  funds  in  1926  had  proved  as 
deceptive  as  the  inflow  of  funds  to  London  in  1925  (much  of  which 
was  indeed  fleeing  the  perils  of  the  franc).  Hence  the  Bank  of  France 
was  able  to  go  on  buying  gold  and  foreign  exchange,  some  of  which  it 
sold  to  private  banks.  The  disequilibrium  would  presumably  have 
been  corrected  if  the  payments  for  these  acquisitions  had  been 
allowed  to  influence  the  circulation,  and  thereby  the  level  of  prices, 
to  their  full  extent,  but  most  of  them  returned  to  the  Bank  either 
through  a  reduction  of  borrowing  by  the  Government  (which  acquired 
large  credit  balances  of  its  own  through  the  operations  of  the  Gaisse 
cV Amortissement)  or  by  way  of  ordinary  deposits.  Wholesale  prices 
actually  fell  by  3|  per  cent,  in  1927. 

On  the  2nd  June,  1928,  the  gold  convertibility  of  the  French  franc 
was  restored  at  a  rate  equivalent  to  124-21  francs  to  the  pound 
sterling.  At  that  time  the  gold  reserves  of  the  Bank  of  France 
amounted  to  5,543,000,000  francs,  besides  several  milliards  of  devisen 
(mostly  deposits  in  London  and  New  York).  This  accumulation  of 
short-term  assets  abroad  was,  for  the  following  three  years,  a  sword 
of  Damocles  over  the  heads  of  the  other  great  international  monetary 
centres.  As  Monsieur  Pandele  prophetically  wrote  in  1928, 

Dans  la  nouvelle  redistribution  de  l’or  dans  le  xnonde,  le  role  de  la 
France  est  et  sera  considerable.  A  elle  seule,  elle  possede  plus  cl’un 
milliard  de  dollars  d’avoirs  a  l’etranger,  qu’elle  pourrait  realiser  du  jour 
au  lendemain  et  mettre  les  places  anglaises  et  americaines  dans  le  plus 
cruel  embarras.  On  ne  saura  assez  souligner  la  force  qu’une  pareille 
situation  confere  dorenavant  a  la  France  et  les  poids  que  sa  politique 
monetaire  prend  de  ce  fait.2 
1  Estimate  of  P.  Meyniale,  loc.  cit. 


2  Pandele,  op.  cit.,  p.  241. 
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(7)  Great  Britain  and  the  Gold  Standard. 

The  War  wrought  a  very  great  change  in  the  monetary  system  of 
Great  Britain.  Under  the  Act  of  1844,  and  by  the  absorption  of  the 
small  note  issues  of  other  banks  whose  rights  had  lapsed,  usually 
through  amalgamations,  the  fiduciary  circulation  of  the  Bank  of 
England  at  the  outbreak  of  war  was  only  £18,450,000,  whereas  under 
the  Act  of  1928  it  became  £260,000,000.  This  huge  increase  does  not 
indicate  a  proportionate  enlargement  of  the  means  of  payment 
current  in  the  country  ;  in  the  meantime  gold  coins  in  circulation  had 
been  almost  entirely  replaced  by  notes  of  £1  and  10.s.  denomination, 
originally  issued  by  the  Treasury  as  a  war-time  expedient  and  later 
amalgamated  with  the  Bank  note  issue,  though  the  Treasury  con¬ 
tinued  to  take  the  profit  on  the  securities  held  against  them.  During 
the  War  many  millions  of  gold  were  withdrawn  from  circulation  and 
from  the  cash  reserves  of  the  joint-stock  and  private  banks.  At  the 
end  of  1913  the  gold  reserve  of  the  Bank  of  England  was  £36,000,000, 
and  at  the  end  of  1918  £79,000,000,  plus  £28,500,000  in  the  Currency 
Notes  Reserve.  When  Great  Britain  returned  to  the  Gold  Standard 
in  April  1925,  it  was  £155,000,000,  including  the  Currency  Notes 
Reserve.  While,  however,  the  gold  reserves  of  the  Central  Bank  had 
risen  considerably  since  1914,  the  total  gold  assets  of  the  country  had 
probably  diminished  and  were  being  used  to  support  an  international 
banking  business  much  more  perilous  for  the  monetary  stability  of 
the  country. 

A  word  should  be  inserted  as  to  the  meaning  of  Bank  of  England 
statistics.  The  fiduciary  circulation  (i.e.  the  circulation  covered  by 
securities  and  not  by  gold),  under  the  Act  of  1928,  can  be  neither  more 
nor  less  than  £260,000,000,  unless,  as  occurred  in  July  1931,  the 
amount  is  raised  by  Treasury  minute ;  thus  the  total  note  issue  can 
only  vary  pound  for  pound  in  accordance  with  losses  or  gains  of  gold 
by  the  Bank  of  England.  What  fluctuates  is  the  reserve  of  notes  in 
the  Banking  Department  of  the  Bank  of  England,  which  ‘is  in  effect 
the  measure  of  the  maximum  amount  of  gold  which  the  Bank  could 
part  with  in  the  absence  of  a  change  in  the  volume  of  notes  in 
circulation,  unless  the  powers  of  extending  the  fiduciary  issue  are 
used’.1 

Immediately  upon  the  outbreak  of  war  the  gold  convertibility  of 
the  pound  was  suspended,  and  Treasury  notes  uncovered  by  gold 
were  issued.  In  spite  of  some  internal  inflation,  initiated  mainly  by 
Government  borrowing,  and  in  spite  of  a  heavily  adverse  balance  of 

1  The  Macmillan  Report  ( Gmcl .  3897  of  1931),  p.  30. 
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trade,  which  was  financed  up  to  1917  largely  by  the  requisition  and 
sale  of  dollar  securities,  the  pound  did  not  depreciate  far ;  doubtless 
its  value  would  have  sunk  much  farther  but  for  the  establishment  of 
the  American  Government  credits,  which  enabled  it  to  be  pegged 
at  $4-761.  When  the  support  of  the  American  Treasury  was  with¬ 
drawn,  in  March  1919,  sterling  fell  away,  and  by  the  end  of  that  year 
had  dropped  to  a  rate  of  $3-80  on  New  York.  There  were  two  main 
reasons  why  the  pound  did  not  depreciate  so  far  as  the  franc,  the 
lira  and  the  currencies  of  other  European  belligerents ;  namely,  first, 
because  a  comparatively  large  proportion,  estimated  at  one-quarter, 
of  the  cost  of  the  War  was  financed  in  Great  Britain  out  of  taxation, 
and  because  steps  were  taken  soon  after  the  War  to  balance  the 
Budget,  which  actually  produced  a  surplus  in  1920-1 ;  and  second, 
because  the  task  of  undoing  the  war-time  inflation  was  taken  in  hand 
at  once. 

The  Cunliffe  Committee  on  Currency  and  Foreign  Exchanges  after 
the  War  was  appointed  as  early  as  January  1918.  The  Committee 
reported  first  in  August  1918,  and  their  final  report  was  presented 
at  the  end  of  1919.  ‘We  have  found  nothing’,  they  wrote,  ‘in  the 
experiences  of  the  War  to  falsify  the  lessons  of  previous  experience 
that  the  adoption  of  a  currency  not  convertible  at  will  into  gold  or 
other  exportable  coin  is  likely  in  practice  to  lead  to  over-issue  and 
so  to  destroy  the  measure  of  exchangeable  value  and  cause  a  general 
rise  of  all  prices  and  an  adverse  movement  in  the  foreign  exchanges.  ’ 
Their  central  recommendations  were  that  the  Gold  Standard  should 
be  restored  without  unnecessary  delay,  and  that  the  issues  of 
Treasury  notes  and  Bank  of  England  notes  should  be  amalgamated 
on  the  basis  of  a  fixed  fiduciary  issue.  They  urged  that  the  Govern¬ 
ment  should  refrain  from  issuing  fresh  loans  and,  indeed,  begin 
repayment  if  possible,  that  the  actual  maximum  fiduciary  circulation 
in  any  year  should  become  the  legal  maximum  for  the  following  year, 
and  that  the  Bank  should  raise  the  discount  rate  and  make  it  effective, 
with  a  view  to  accumulating  gold.  The  Committee  did  not  lay  down 
a  final  figure  for  the  fiduciary  circulation,  but  recommended  a  review 
of  the  situation  when  the  foreign  exchanges  had  been  working 
normally  for  at  least  a  year  on  the  basis  of  a  minimum  gold  reserve 
of  £150,000,000.  That  figure  was  reached  in  April  1925,  and  was 
thenceforward  popularly  regarded  as  the  level  below  which  the  Bank 
of  England  would  never  allow  its  gold  reserve  to  fall,  until  the 
supposed  rule  was  broken  in  August  1929.  A  Treasury  Minute  of 
the  15th  December,  1919,  carried  out  the  proposal  of  the  Cunliffe 
Committee  concerning  the  maximum  fiduciary  issue,  though  at  first 
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the  uncovered  circulation  was  restricted  through  an  enlargement  of 
the  gold  reserve  and  not  through  a  reduction  of  the  total  note 
issue,  which  actually  increased  by  £60,000,000  in  the  two  years 
1919-20.  From  the  beginning  of  1920  to  the  beginning  of  1925 
the  fiduciary  circulation  fell  from  £320,000,000  to  £248,000,000. 

Deliberate  deflation  was  assisted  by  the  uncovenantecl  deflation 
that  accompanied  the  slump  of  1921.  In  Great  Britain  prices  and  the 
note  circulation  fell  simultaneously.  Then  followed  a  period  in  which 
the  trade  of  the  world  expanded,  and  along  with  it  confidence  in 
sterling,  while  a  measure  of  inflation  in  the  United  States  aided  the 
improvement  of  the  dollar  value  of  the  pound.  The  rise  of  sterling 
towards  parity  was  interrupted  occasionally  by  minor  movements, 
and  in  1924  by  rumours  of  a  capital  levy  and  other  political  perils 
during  the  period  of  office  of  the  first  Labour  Government.  The  rise 
was  helped  by  two  purely  financial  forces — the  favour  in  which 
London  was  held  as  a  repository  for  short-term  funds  from  European 
centres  whose  monetary  conditions  were  more  precarious,  and  the 
purchase  of  sterling  by  American  and  other  financiers  purely  in  the 
expectation  of  a  rise  in  its  value  and  the  restoration  of  the  Gold 
Standard.  The  international  speculation  that  always  accompanies 
the  divorce  of  money  from  any  fixed  standard,  and  was  a  powerful 
force  in  breaking  several  European  currencies,  was  for  Great  Britain 
a  strengthening  influence  in  those  years. 

In  June  1924,  the  Chancellor  of  the  Exchequer,  Mr.  Snowden, 
appointed  a  Committee  to  consider  the  amalgamation  of  the  Treasury 
note  and  Bank  note  issues.  The  Committee,  however,  addressed 
themselves  mainly  to  the  cognate  problem  of  the  return  to  gold. 
Pointing  out  that  the  dollar  exchange  was  only  1^  per  cent,  below  par, 
while  acknowledging  that  the  existing  rate  could  only  be  maintained 
by  an  adjustment  of  prices  (that  is  to  say,  that  sterling  was  over¬ 
valued),  they  argued  that  the  necessary  adjustment  should  be 
carried  out  once  for  all.  The  alternative,  ‘to  allow  the  exchange  to 
fall  back  now  with  the  certainty  of  having  later  on  to  raise  it  again, 
would  be  a  short-sighted  policy,  injurious  to  trade  and  industry’. 
Instead  of  the  exchange  being  adjusted  to  the  ‘purchasing  power 
parity’  of  the  pound,  therefore,  prices  should  be  adjusted  to  the 
exchange  level.  The  Committee  recommended  that  the  early  return 
to  the  gold  basis  should  forthwith  be  declared  to  be  theTrrevocable 
policy  of  His  Majesty’s  Government.  This  recommendation  was 
carried  out  by  Mr.  Winston  Churchill  in  his  Budget  speech  on  the 
28th  April,  1925. 

This  decision,  and  the  advice  upon  which  it  was  based,  were  the 
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subject  of  much  dispute  among  English  economists  both  at  the  time 
and  subsequently.  On  the  one  hand  we  find  Professor  Gregory,  a 
protagonist  of  the  official  policy,  endorsing  and  elaborating  the 
Committee’s  conclusions  in  these  words.1 

The  average  exchange  rate  during  February  1925  was  $4-77:  ou  the 
basis  of  relative  prices,  the  exchange  ought  to  have  been  in  the  neigh¬ 
bourhood  of  $4-54.  The  British  pound  was  therefore  overvalued.  It 
might  therefore  be  argued  that  we  have  gone  back  to  gold  because  we 
have  neglected  to  remember  that  the  pound  is  overvalued,  and  have 
therefore  been  over-sanguine.  But  this  is  not  true.  Sterling  has  been 
overvalued  recently  because  it  was  expected  we  should  go  back  to  the 
gold  standard.  Had  this  expectation  not  existed,  sterling  would  not 
have  risen  so  much.  Had  we  refused  to  fulfil  this  expectation,  sterling 
would  have  declined  and  the  very  forces  which  drove  it  above  its  pur¬ 
chasing  power  parity  would  have  contributed  to  drive  it  below  that 
point.  .  .  .  On  balance,  it  would  appear  to  be  better,  psychologically, 
that  we  should  have  to  take  such  preventive  measures  as  may  become 
necessary  because  we  are  already  on  a  gold  basis  than  that  we  should 
take  them  in  order  to  get  back,  because  considerations  of  financial 
prestige  make  it  desirable  in  any  case  that  we  should  be  back  and  force 
us,  now  that  we  are  back,  ‘to  stay  put’.  But  an  element  of  doubt 
remains. 

Mr.  J.  M.  Keynes,  on  the  other  hand,  argued  forcibly  for  the  opposite 
cause.2  Mr.  Churchill’s  experts,  he  said,  made  two  serious  mistakes. 

In  the  first  place  I  suspect  that  they  miscalculated  the  degree  of 
the  maladjustment  of  money  values  which  would  result  from  restoring 
sterhng  to  its  pre-war  gold  parity,  because  they  attended  to  index 
numbers  of  prices  which  were  irrelevant  or  inappropriate  to  the  matter 
in  hand.  .  .  .  They  compared  the  usual  wholesale  index  numbers  here 
and  in  America,  and  .  .  .  this  led  them  to  think  that  the  gap  to  be 
bridged  was  perhaps  2  or  3  per  cent.,  instead  of  the  true  figure  of  10  or 
12  per  cent.,  which  was  the  indication  given  by  the  index  numbers  of 
the  cost  of  living,  of  the  level  of  wages,  and  of  the  prices  of  our  manu¬ 
factured  exports.  .  .  .  But  I  think  that  Mr.  Churchill’s  experts  also 
misunderstood  and  underrated  the  technical  difficulty  of  bringing  about 
a  general  reduction  of  internal  money  values.  .  .  .  What  they  ought  to 
have  said,  but  did  not  say,  can  be  expressed  as  follows:  ‘Money  wages, 
the  cost  of  living,  and  the  prices  which  we  are  asking  for  our  exports 
have  not  adjusted  themselves  to  the  improvement  of  the  exchange, 
which  the  expectation  of  your  restoring  the  gold  standard,  in  accordance 
with  your  repeated  declarations,  has  already  brought  about.  They  are 
about  10  per  cent,  too  high.  If,  therefore,  you  fix  the  exchange  at  this 
gold  parity,  you  must  either  gamble  on  a  rise  in  gold  prices  abroad, 
which  will  induce  foreigners  to  pay  a  higher  gold  price  for  our  exports, 

1  The  Return  to  Gold  (London,  1925,  Benn),  p.  51. 

2  The  Economic  Consequences  of  Mr.  Churchill  (London,  1925,  Hogarth  Press), 

p.  10. 
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or  you  are  committing  yourself  to  a  policy  of  forcing  down  money 
wages  and  the  cost  of  living  to  the  necessary  extent.’ 

It  is  worth  while  recalling  this  controversy  in  view  of  later  events, 
and  especially  of  the  situation  created  by  the  relinquishment  of  the 
Gold  Standard  in  1931. 

(8)  Gold  Movements,  1925-9. 

No  full  or  detailed  account  of  the  history  of  gold  after  the  War  can 
be  given  here,  for  it  is  a  complicated  subject  and  at  once  raises  matters 
of  acute  controversy.  There  is  available  a  vast  body  of  contemporary 
literature  on  the  topic,  much  of  it  of  the  highest  value,  and  this  sub¬ 
section  can  attempt  only  to  bring  together  some  of  the  more  important 
statistics  for  convenient  reference  in  connexion  with  other  aspects 
of  monetary  history. 

The  effect  of  the  War  on  the  gold  reserves  of  the  various  countries 
has  already  been  mentioned.  The  redistribution  that  then  occurred, 
coupled  with  the  higher  level  of  commodity  prices  in  terms  of  gold, 
forced  upon  the  majority  of  European  countries  large  economies  in 
the  use  of  gold,  the  most  important  being  the  virtual  abolition  of  gold 
coin  circulation,  the  adoption  of  the  Gold  Exchange  Standard  and  the 
elaboration  of  banking  systems,  notably  the  wider  use  of  cheques, 
which  enabled  a  greater  volume  of  means  of  payment  to  be  based 
upon  a  given  reserve  held  against  the  currency  issue.  At  the  same 
time  the  absolute,  and  a  fortiori  the  relative,  increase  of  aggregate 
gold  reserves  through  new  production  was  smaller  than  before  the 
War,  as  the  following  table  show's : 


World  Production  and  Consumption  of  Gold. 
(In  £  millions.) 


1910-14. 

1915-19. 

1920-4. 

1925-9. 

World’s  Gold  Output 

470 

430 

359 

413 

Industrial  absorption 

120 

91 

87 

75 

India  .... 

96 

51 

104 

91 

China  and  Egypt  . 

7 

14 

_2 

3 

Balance  available  as  Money 

247 

274 

170 

244 

Stock  of  Gold  Money1 

1,647 

1,922 

2,092 

2,336 

Percentage  Increase 

17-6 

16-7 

8-9 

11-9 

World’sPopulation1  (millions) 

1,748 

1,811 

1,890 

1,990 

Percentage  Increase 

4-9 

3-6 

4-4 

5-3 

Of  the  £412,500,000  of  gold  mined  in  1925-9,  the  Transvaal  produced 
£214,400,000,  its  nearest  rival  being  the  United  States,  which  was 

1  At  end  of  period. 
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responsible  for  only  £45,600,000.  The  decline  of  total  production 
after  the  War  was  due  mainly  to  the  exhaustion  of  the  American 
and  Australian  fields ;  the  Rand  considerably  increased  its  annual 
output.  In  spite  of  the  reduction  in  the  total  output,  the  increase  in 
the  world’s  monetary  gold  stock  was  proportionately  more  than 
double  the  equivalent  increase  in  the  world’s  population.  But  trade, 
and  hence  the  uses  for  money  and  credit,  and  the  demand  for  gold 
as  a  base,  increased,  up  to  1929,  faster  than  the  population.  It  is 
generally  estimated1  by  experts  (on  the  strength  of  pre-war  expe¬ 
rience)  that  the  normal  monetary  need  for  new  gold  is  equivalent  to 
an  increase  of  about  3  per  cent,  per  annum,  whereas  the  average 
increase  from  1920  to  1930  was  only  2-1  per  cent,  per  annum. 

Moreover,  the  new  gold  was  not,  on  the  whole,  finding  its  way  to 
the  centres  where  it  was  most  needed.  It  is  true  that  between  1925 
(roughly  the  beginning  of  the  period  of  post-war  monetary  recon¬ 
struction)  and  1930  (when  the  monetary  debacle  began)  the  United 
States,  who  had  accumulated  so  large  a  share  of  the  world’s  gold 
during  the  War  and  before  other  countries  restored  the  Gold  Standard, 
relinquished  a  little  to  the  rest  of  the  world,  and  that  Germany,  who 
had  lost  so  much,  almost  doubled  her  reserve ;  but  France  gained 
an  enormous  quantity  when,  after  stabilizing  the  franc,  she  proceeded 
to  liquidate  her  foreign  exchange  holdings,  while  Great  Britain, 
having  painfully  and  slowly  augmented  her  store,  lost  in  1929  almost 
all  she  had  previously  gained.  The  chief  movements  may  be  seen  from 
the  table  overleaf. 

The  chief  holders  of  monetary  gold  at  the  end  of  1929  other 
than  those  named  in  the  table,  were  Belgium  ($163,000,000), 
Netherlands  ($195,000,000),  Switzerland  ($151,000,000),  and  Brazil 
($150,000,000).  The  apparent  discrepancy  between  certain  of  the 
above  figures  (which  have  been  taken  from  the  interim  report  of 
the  League  of  Nations  Gold  Delegation)  and  those  of  Professor 
Cassel,  reproduced  on  p.  164  above,  arises  from  the  difference  in 
estimates  of  the  quantity  of  gold  in  circulation  and  in  the  hands 
of  commercial  banks.  In  the  figures  for  1913  above,  the  follow¬ 
ing  amounts  have  been  added  on  that  score  to  the  known  central 
banking  and  governmental  reserves  of  the  principal  countries: 
France,  $1,021,000,000;  Germany,  $699,000,000;  United  Kingdom, 
$600,000,000;  and  U.S.A.  $634,000,000.  It  will  be  seen  that  the 
amounts  in  circulation  then  were  considerably  greater  than  the 

1  See  the  Interim  Report  of  the  Gold  Delegation  of  the  Financial  Committee 
of  the  League  of  Nations  (League  of  Nations  document  G.  375.  M.  161.  1930), 
p.  15. 
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Monetary  Gold  Reserves. 
(In  $  millions.) 


End  of  Y ear. 

Increase. 

1913. 

1925. 

1926. 

1927. 

1928. 

1929. 

1925-9. 

France 

1,700 

1,066 

1,066 

1,065 

1,259 

1,631 

565 

Germany  . 

995 

303 

452 

460 

666 

560 

257 

Italy 

306 

221 

223 

239 

266 

273 

52 

Spain 

93 

490 

493 

502 

494 

495 

5 

United  Kingdom 

770 

712 

743 

750 

754 

719 

7 

U.S.S.R.  . 

1,941 

94 

84 

97 

92 

147 

53 

Canada 

162 

226 

230 

229 

191 

151 

-75 

U.S.A.  . 

1,924 

4,399 

4,492 

4,379 

4,141 

4,284 

-115 

Argentine . 

285 

459 

459 

540 

619 

445 

-14 

India 

124 

109 

109 

119 

124 

128 

19 

Japan 

86 

576 

562 

542 

541 

542 

-34 

Australia  . 

198 

279 

232 

220 

223 

185 

-94 

World  (including 
other  countries) 

8,773 

10,232 

10,495 

10,610 

10,949 

11,179 

947 

amounts  in  the  central  reserves.  After  the  War  practically  all 
the  monetary  gold  in  the  chief  Gold  Standard  countries  was  held 
by  Central  Banks  and  Governments. 

The  table  opposite  depicts,  on  the  basis  of  a  standard  40  per  cent, 
reserve  ratio,  the  comparative  ‘maldistribution’  of  gold  between  the 
various  centres  at  the  end  of  1929.  It  shows  clearly  how  a  world 
surplus  of  gold  was  combined  with  a  local  shortage,  which  was  most 
acute  in  Germany,  Great  Britain,  and  Italy. 

If  one-third  were  taken  as  the  necessary  reserve  ratio,  Germany, 
Belgium,  and  Brazil  would  appear  to  have  each  a  surplus  instead  of 
a  deficiency,  and  the  surplus  of  the  United  States  would  become 
$1,753,000,000,  the  total  surplus  being  raised  from  $1,498,000,000 
to  $2,830,000,000.  The  fifteen  countries  included  in  the  table 
possessed  over  90  per  cent,  of  the  world’s  total  monetary  gold  supply ; 
the  gold  reserves  of  the  remaining  Gold  Standard  countries,  at  the 
end  of  1928,  fell  short  of  the  one-third  ratio  by  $655,000,000.  This 
was  principally  because  Russia  held  only  about  5  per  cent,  cover,  but 
the  average  cover  of  the  remaining  countries  was  only  28-5  per  cent, 
compared  with  an  average  of  45-5  per  cent,  in  the  fifteen  listed 
countries.  It  is  not  so  much  a  reflection  upon  the  exactitude  of  the 
table  in  illustrating  the  relative  strength  or  weakness  of  the  various 
countries  in  respect  of  their  gold  reserves,  as  an  illustration  of  the 
clumsiness  with  which  the  gold  system  worked  after  the  War,  that  the 
three  countries  which  suspended  the  operation  of  the  Gold  Standard 
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Reserves,  Obligations  and  Cover  in  Certain  Countries. 

End  of  1929. 


(In  $  millions.) 


Country. 

A. 

B. 

C. 

D. 

E. 

Gold 

Reserves. 

Notes 
and  Sight 
Liabilities 
of  Central 
Banks. 

Percentage 
Ratio  of 

A  to  B. 

Gold 

Required 
for  40% 
Cover. 

Surplus  ( + ) 
or 

Deficiency  ( — ) 

Germany 

560 

1,520 

36-8 

608 

-48 

Italy  . 

273 

991 

27-5 

396 

-123 

Spain  . 

495 

970 

51-0 

388 

+  107 

France . 

1,631 

3,442 

47-4 

1,377 

+  254 

U.K.  . 

711 

2,580 

27-6 

1,032 

-321 

U.S.A.  . 

3,900 

6,440 

60-6 

2,576 

+  1,324 

Argentina 

405 

510 

79-4 

204 

+  201 

Japan  . 

542 

1,071 

50-6 

428 

+  114 

Australia 

89 

206 

43-2 

82 

+  7 

I.  Total 

8,606 

17,730 

48-5 

7,092 

+  1,514 

Belgium 

163 

43S 

37-2 

175 

-12 

Netherlands  . 

180 

360 

50-0 

144 

+  36 

Switzerland  . 

115 

232 

49-6 

93 

+  22 

Canada 

151 

188 

80'3 

75 

+  76 

Brazil  . 

150 

386 

38-9 

154 

-4 

India  . 

128 

655 

19-5 

262 

-134 

II.  Total 

887 

2,259 

39-3 

903 

-16 

Grand  Total 

9,493 

19,989 

47-5 

7,995 

+  1,498 

before  their  hand  was  forced  by  the  particular  troubles  of  1931 
(Australia,  Canada  and  Argentina),  as  well  as  Spain  who  had  not 
even  managed  to  establish  the  Standard,  all  showed  a  surplus 
reserve  even  on  the  40  per  cent,  basis. 

Some  economists1  have  sought  to  prove  that  the  maldistribution 
of  gold  was  one  of  the  leading  causes — if  not  the  main  cause— of  the 
world’s  economic  disorders  in  1931,  operating  through  the  price 
level,  while  others2  have  argued  that  it  was  only  a  symptom  of  the 
basic  troubles  themselves ;  whichever  of  those  points  of  view  is 
correct,  the  maldistribution  itself  must  have  had  a  cause.  There 
was,  indeed,  a  fundamental  maladjustment  between  commercial 
and  financial  factors,  so  that  international  balances  had  to  be  settled 

1  E.g.  Sir  Henry  Strakosch.  See  the  paper  submitted  by  bim  to  tbe  League 
of  Nations  G-old  Delegation,  in  League  of  Nations  document  G.  374.  M.  160. 
1930.  II. 

2  E.g.  Monsieur  Charles  Rist.  See  the  paper  by  him  in  The  International 
Gold  Problem.  A  Record  of  the  Discussions  of  a  Study  Group  of  Members  of  the 
Royal  Institute  of  International  Affairs.  (Oxford  University  Press,  1931.) 
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on  an  abnormal  scale  by  the  transfer  of  gold.  For  that  maladjust¬ 
ment  many  things  contributed  a  share  of  the  responsibility  tariff 
barriers  and  other  manifestations  of  economic  nationalism ;  ill- 
advised  lending,  or  conversely  refusal  to  lend,  inspired  by  non¬ 
commercial  considerations ;  the  disorganization  of  public  finances 
and  of  foreign  exchanges  after  the  War;  the  creation  of  a  huge 
volume1  of  international  ‘ready  money’  which  might,  under  the 
stimulus  of  a  panic  or  a  boom,  move  rapidly  from  centre  to  centre ; 
the  existence  of  large  international  obligations  (Reparations  and 
War  Debts,  and  at  least  some  of  the  post-war  loans  to  Governments) 
against  which  there  could  be  set  no  equivalent  productive  assets  of 
the  debtor.  These  general  and  world-wide  forces  all  contributed  to 
bring  about  the  maldistribution  of  gold,  which  in  its  turn,  by  in¬ 
ducing  local  credit  stringencies  with  their  inevitable  international 
repercussions,  undoubtedly  accelerated  the  fall  of  prices.2  In  the 
words  of  the  Macmillan  Report,  ‘the  price  level  is  the  outcome  of 
interaction  between  monetary  and  non-monetary  factors,  and  the 
recent  world-wide  fall  of  prices  is  best  described  as  a  monetary 
phenomenon  which  has  occurred  as  the  result  of  the  monetary 
system  failing  to  solve  successfully  a  problem  of  unprecedented 
difficulty  and  complexity  set  it  by  a  conjunction  of  highly  intractable 
non-monetary  phenomena.  ’ 3 

On  the  purely  financial  side,  the  forces  producing  an  irrational 
movement  of  gold  were  reinforced  especially  by  the  peculiar  rigidity 
of  the  French  monetary  system,4  which  prevented  the  gold  influx 
from  having  its  full  proportional  effect  on  the  note  circulation  and 
thus  on  prices,  and  the  inability  of  the  central  banking  authorities 
in  the  United  States  to  prevent  the  excessive  speculation,  whether 
in  foreign  or  in  local  securities,  which  so  distorted  the  international 
system.  From  the  autumn  of  1927,  when  a  policy  of  cheap  money 
was  initiated  by  the  Federal  Reserve  Board,  to  June  1928,  the 
United  States  lost  nearly  $600,000,000  of  gold,  most  of  it  to  France, 
but  a  good  deal  to  South  America,  and  some  also  to  Germany  and 
other  European  countries,  even  to  Great  Britain.  Then  the  Wall 
Street  boom  began,  with  its  attractive  effect  upon  funds  all  over  the 
world,  and  in  the  autumn  London,  which  had  been  losing  gold 
to  Germany,  was  forced  to  send  consignments  to  New  York  also. 
In  the  first  three  quarters  of  1929  the  United  States  gained  nearly 

1  Estimated  by  the  Macmillan  Committee  at  £1,000,000,000  in  London 
and  New  York  alone. 

2  See  the  Survey  for  1930,  p.  463.  3  Gmd.  3897  of  1931,  p.  93. 

4  See  the  remarks  of  Mr.  R.  G.  Hawtrey  in  The  International  Gold  Problem 

(cited  in  footnote  2  on  p.  191  above),  p.  157. 
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$400,000,000  of  gold  (over  £80,000,000),  while  the  Bank  of  England 
lost  £23,000,000.  After  the  break  in  stock  prices  in  October  the 
movement  was  reversed,  America  losing  £25,000,000  before  the  end 
of  the  year  and  England  gaining  £1 5,000,000.  Australia  and  Argentina 
had  also  been  among  the  principal  sufferers  from  the  gold-suction, 
while  another  significant  movement  in  1929  was  the  loss  of  over 
£40,000,000  by  Germany  during  a  temporary  collapse  of  the  mark 
when  it  was  rumoured  that  the  Young  Committee  on  Reparations 
had  broken  down.  In  1930  the  drain  upon  the  debtor  countries  was 
•  resumed;  Japan  lost  £32,000,000  and  Brazil  £25,000,000,  while  the 
United  States  gained  £41,000,000  and  France  £90,000,000 — more  than 
the  whole  output  of  new  gold  during  the  year.  The  holding  of  the 
Bank  of  England  was  scarcely  altered.  The  following  table  is  taken 
from  the  Macmillan  Committee’s  report.1 


Gold  in  Central  Banks  and  Treasuries. 
(In  £  millions.) 


Jan .  1,  1929. 

0/ 

/o 

Jan.  1 ,  1930. 

0/ 

/o 

Jan.  2,  1931. 

0/ 

/o 

Creditor  Countries 

1,277  65 

1,391 

69| 

1,564  744 

Debtor  Countries 

680  35 

610 

CO 

O 

toll-1 

531  254 

The  Committee  added  that  much  of  the  debtor  countries’  gold  was 
held  by  those  which  were  least  hard-pressed,  and  that  probably  at 
least  two -thirds  of  it  was  immobilized  under  laws  regulating  their 
gold  reserves.  By  the  beginning  of  1931,  therefore,  the  state  of  the 
world’s  monetary  gold  reserves,  and  the  movements  that  were 
proceeding  between  them,  already  foreshadowed  the  breakdown  of 
the  system. 

(9)  Silver,  1920-30. 

During  the  War  the  price  of  silver  rose  enormously.  The  history 
of  that  period  is  not,  perhaps,  of  very  great  interest  in  connexion  with 
the  financial  crisis  of  1931,  but  certain  of  the  more  important  reasons 
for  the  rise  may  be  indicated  because  they  bear  upon  the  subsequent 
fall.  India  and  China,  by  supplying  the  belligerents,  built  up  surpluses 
on  their  international  balances  which  they  liquidated  in  traditional 
fashion  by  adding  to  their  hoards  of  precious  metal.  The  British 
Government  made  a  special  purchase  of  200,000,000  ounces  of  silver 
from  the  United  States  to  coin  rupees  for  the  Indian  troops.  Above 
all,  in  the  absence  of  any  fixed  monetary  relation  between  the  two 

1  Cvid.  3897  of  1931,  p.  134. 
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metals,  silver  behaved  in  respect  of  its  gold  price  just  as  did  any 
other  commodity,  and  the  gold  prices  of  commodities  in  general 
rose  steeply  during  and  immediately  after  the  War.  Later  they  fell 
steadily,  so  it  is  not  surprising  to  find  the  price  of  silver  falling  likewise. 

The  critical  year  was  1920.  The  highest  recorded  price  for  silver 
was  touched  on  the  11th  February,  when  standard  silver  fetched 
89 \d.  per  ounce  for  cash  in  London.  Less  than  ten  months  later  the 
price  was  under  39d.  per  ounce — a  fall  of  55  per  cent.  When  the  price 
was  high  India  became  a  seller  of  silver,  the  bullion  value  of  the 
rupee  having  been  driven  above  the  regulated  sterling  rate  (then 
2s.).  The  British  Government,  in  order  to  protect  themselves  against 
similar  consequences  in  respect  of  subsidiary  coin,  obtained  powers 
from  Parliament  to  debase  the  quality  of  the  silver  coinage,  and  other 
European  countries  took  similar  steps.  Sales  of  demonetized  silver 
coin  began  to  influence  the  world  market  very  powerfully.  At  the 
same  time  famine  in  China  reduced  the  purchasing  power  of  that 
country,  while  on  the  production  side  Mexico,  under  an  unwonted 
regime  of  order,  resumed  her  place  among  the  world’s  chief  producers 
of  silver.  On  top  of  this,  the  sterling  price  of  silver  naturally  fell  as 
the  pound  appreciated  in  terms  of  gold  and  as  the  purchasing  power 
of  gold  itself  increased.  At  the  end  of  the  year  the  cash  price  of  silver 
in  London  was  40| d.  per  ounce.  The  fall  would  probably  have 
been  larger  but  for  the  fact  that  after  the  open  market  price  had 
fallen  below  a  dollar  an  ounce  the  whole  of  the  American  output  was 
bought  by  the  United  States  Mint  under  the  Pittman  Act  at  that 
price,  and  one-quarter  of  the  world’s  supply  was  thus  taken  off  the 
outside  market. 

In  1921,  there  was  a  further  fall,  a  low  level  of  30f d.  per  ounce 
being  reached  on  the  5th  March.  The  rupee  could  not  be  held  at  its 
former  level  and  fell  to  a  rate  of  Is.  4 d.  on  London.  The  Indian 
bazaars  were  buying  silver  heavily  now,  but  stocks  in  China  were 
piling  up  and  the  market  was  affected  by  big  sales  of  demonetized 
German  coin.  In  1922,  world  production  of  new  silver  not  only 
increased  by  40,000,000  ounces,  but  was  further  augmented,  it  was 
estimated,  by  as  much  as  50,000,000  ounces  from  demonetization. 
In  1923  world  production  exceeded  for  the  first  time  the  pre-war 
record.  But  despite  the  larger  supply,  the  cessation  of  purchases 
under  the  Pittman  Act  in  1923,  and  the  disorganization  of  the 
Chinese  market  through  civil  war,  the  price  of  silver  remained  fairly 
stable  for  four  years.  Though  practically  the  whole  of  the  world’s 
silver  supply  had  to  be  absorbed  by  China  and  India,  they  were 
nevertheless  equal  to  the  task. 
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On  the  4th  August,  1926,  the  Report  of  the  Royal  Commission  on 
Indian  Currency  and  Finance  was  published.  It  recommended  that 
India  should  adopt  the  Gold  Bullion  Standard  and  that  the  silver 
reserve  should  be  reduced  from  its  actual  level  of  85  crores  (£64,000,000 
at  the  rate  of  Is.  6 d.  to  the  rupee,  which  the  Commission  recom¬ 
mended)  to  25  crores  (£19,000,000)  in  ten  years.  The  Commission 
suggested  the  sale  of  rupees  as  bullion,  while  the  future  coinage  of 
rupees  was  to  be  indefinitely  postponed.  On  the  publication  of  these 
proposals  there  was  naturally  a  slump  in  the  silver  market,  the 
lowest  rate  (24|d.  per  ounce)  being  reached  on  the  20th  October. 
On  the  26th  March,  1927,  the  Viceroy  gave  his  consent  to  the  first 
portion  of  the  legislation  establishing  the  Gold  Bullion  Standard  in 
India  and  fixing  the  rupee  at  1,?.  6 d. 

Sales  of  demonetized  silver  from  India,  augmenting  similar  supplies 
from  European  countries  as  well  as  the  growing  output  of  the  mines, 
continued  to  influence  the  market.  In  1929  it  was  estimated  that  the 
volume  of  demonetized  silver  sold  was  over  50,000,000  ounces, 
including  32,000,000  ounces  from  India  and  9,000,000  ounces  each 
from  France  and  Great  Britain.  The  prospect  of  a  restoration  of  the 
Gold  Standard  in  Japan  at  the  end  of  1929,  moreover,  caused 
China  merchants  to  ‘go  bull’  on  the  yen  and  to  ‘go  bear’  on  silver. 
At  the  end  of  1929  the  cash  price  of  silver  had  fallen  to  21  -^d.  and 
the  next  phase  of  the  decline  had  begun.  A  notable  feature  of  the 
silver  market  for  some  years  had  been  the  apparent  ease  with  which 
China  absorbed  the  enlarged  world  production,  but  by  the  end  of 
1929  she  appeared  to  have  reached  saturation  point,  stocks  in 
Shanghai  having  almost  doubled  in  two  years. 

It  is  not  possible  to  calculate  exactly  the  amount  and  distribution 
of  the  silver  supply,  but  a  sufficient  indication  is  given  by  the  follow¬ 
ing  figures,  issued  by  the  American  Bureau  of  Metal  Statistics. 


Average  Annual  Production  and  Consumption  op  Silver. 

1925-1929. 


(Millions  of  fine  ounces.) 
World  production  .... 
Consumed  in  coinage  (including  China) 
Consumed  in  the  arts  and  industry 
Indian  net  imports,  less  used  in  coinage 
Total  consumed  (so  far  as  ascertained) 


252-9 

178-1 

57-5 

84-0 

319-6 


Excess  of  consumption  over  new  production  66-7 

This  excess  of  consumption  (which  appears  from  other  figures  to  be 
over-estimated)  was  met  by  sales  of  demonetized  silver. 
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In  1930  the  decline  of  price  continued,  and  at  the  end  of  the  year 
an  ounce  of  standard  silver  fetched  only  14 ^d.  Disturbed  political 
conditions  reduced  the  demand  of  the  Indian  bazaars,  and  Indo- 
China  sold  silver  on  the  adoption  of  the  Cold  Standard,  which  was 
accomplished  in  March.  The  report  of  the  Kemmerer  Commission 
on  Chinese  currency  recommended  the  gradual  adoption  of  the  Gold 
Standard,  but  the  proposal  remained  a  fond  hope.  The  excessive 
stocks  in  China,  however,  showed  no  signs  of  being  absorbed,  and  in 
May  Shanghai  became  a  heavy  seller.  It  is  estimated  that  the  volume 
of  demonetized  silver  coming  on  the  market  in  the  year  included 
30,000,000  fine  ounces  from  India,  23,000,000  fine  ounces  from 
France  and  18,000,000  fine  ounces  from  Indo-China.  On  the  9th 
February,  1931,  the  cash  price  of  silver  fell  to  the  record  low  level  of 
12 d.  per  standard  ounce.  Meanwhile  some  correction  was  being 
afforded  by  the  decline  of  new  production,  as  the  following  table 
shows. 


World  Silver  Production,  1919-30. 
(Millions  of  fine  ounces.) 


Mexico. 

U.S.A. 

Canada. 

Elsewhere. 

World. 

1912 (record) 

75 

64 

32 

60 

231 

1919  . 

66 

57 

16 

41 

180 

1920  . 

67 

55 

13 

39 

174 

1921  . 

64 

53 

13 

41 

171 

1922  . 

81 

56 

19 

54 

210 

1923  . 

91 

73 

18 

64 

246 

1924  . 

91 

65 

20 

63 

239 

1925  . 

93 

66 

20 

66 

245 

1926  . 

98 

63 

22 

71 

254 

1927  . 

105 

60 

23 

66 

254 

1928  . 

109 

58 

22 

68 

257 

1929  . 

109 

61 

23 

69 

262 

1930  . 

106 

51 

26 

61 

244 

The  fall  in  production  would  doubtless  have  been  greater,  under 
the  play  of  ordinary  economic  forces,  had  not  a  large  proportion  of  the 
output  originated  as  a  by-product  of  base  metal-smelting.  The  aver¬ 
age  percentage  produced  directly  from  silver  ore  in  the  United 
States  was  45  per  cent,  in  the  years  1921-3,  but  it  had  fallen  to 
19  per  cent,  in  1927-9.  This  consideration  was  commonly  adduced 
as  proof  that  conversely  the  artificial  enhancement  of  the  price  of 
silver  would  not  result  in  any  great  increase  of  new  production. 

The  startling  fall  in  the  value  of  silver  during  these  ten  years — 
from  a  maximum  of  over  seven  shillings  an  ounce  to  a  minimum  of 
one  shilling — was  of  course  profoundly  important  to  the  Far  East, 
especially  to  China,  where  silver  was  the  principal  medium  not 
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merely  of  capital  accumulation  but  also  of  circulation  and  account. 
It  is  well  to  avoid  confusion  regarding  the  effect  of  a  fall  in  the  price 
of  silver  on  the  ‘purchasing  power’  of  China  and  other  silver-using 
countries.  As  in  the  long  run  goods  must  exchange  against  goods,  and 
as  China  was  on  balance  a  buyer  and  not  a  seller  of  silver,  a  cheapen¬ 
ing  of  one  of  her  principal  imports  should,  if  other  items  in  her  balance 
of  payments  were  unaltered,  have  enlarged  her  purchasing  power 
abroad.  The  point  is,  that  a  depreciation  of  silver  acted  like  a 
depreciation  of  any  other  currency  (sterling,  for  instance)  against 
gold ;  it  stimulated  Chinese  exports  by  lowering  their  price  in  terms 
of  gold  currencies,  and  conversely  restricted  her  imports,  a  process 
which  was  naturally  harmful  to  producers  elsewhere.  Another 
confusion  which  should  be  avoided  concerns  the  extent  of  the  depre¬ 
ciation  of  silver  values.  In  many  respects  1920  was  an  abnormal 
year — the  great  range  of  fluctuation  of  prices  is  sufficient  testimony 
to  that.  World  trade  was  disorganized,  and  the  effects  of  the  War 
upon  production,  prices  and  currency  had  not  worked  themselves 
out.  The  high  level  of  silver  prices  then  ruling  was  artificial  and 
necessarily  evanescent ;  for  it  drew  forth  the  hoards  of  India  and 
forced  European  countries  to  debase  or  abolish  their  silver  coinage. 
At  the  end  of  1920  the  sterling  price  of  silver  was  still  about  57  per 
cent,  above  the  pre-war  price,  and  represented  far  more  exactly  the 
natural  value  of  silver  than  had  the  inflated  prices  of  the  earlier 
months.  From  1921to  1925the  average  cash  priceof  standard  silver  in 
London  was  33-8 d.  per  ounce;  from  1926-30  it  was  24-7d. — a  fall  of 
27  per  cent.  Between  those  two  periods  sterling  prices  of  wholesale 
commodities  in  general  (Board  of  Trade  index)  fell  by  over  18  per 
cent.,  so  that  the  net  depreciation  of  silver,  in  terms  of  purchasing 
power,  was  under  10  per  cent.  A  similar  conclusion  is  reached  if 
prices  at  the  beginning  and  end  of  the  ten  years  are  compared.  The 
relative  fall  of  silver  prices  was  remarkably  small  considering  the 
impoverishment  of  China  through  civil  strife,  the  political  uneasiness 
of  India,  the  demonetization  of  silver  in  European  countries,  the 
adoption  of  the  Gold  Standard  and  the  sale  of  silver  by  India  and 
Indo-China,  the  increase  of  new  production  far  above  the  pre-war 
record,  and  the  failure — because  silver  was  only  a  by-product — of 
large  portions  of  the  supply  to  respond  to  price  variations. 

(b)  The  Depression:  First  Phase 

Beneath  the  portrait  of  the  then  Provost  of  the  Queen’s  College, 
Oxford,  who  died  recently  at  the  age  of  91,  was  inscribed  in  the 
writer’s  undergraduate  time  the  legend,  ‘Rev.  J.  R.  Magrath,  D.D., 
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Provost  1878-19  .  .  of  which  it  was  commonly  reported  that  in 
bygone  years  the  last  figure  had  had  to  be  erased  in  order  to  substitute 
a  9  for  an  8.  Something  of  the  same  doubt  overhangs  the  contem¬ 
porary  historian  of  the  Great  Slump  of  1929-3  .  .  .  Not  only,  moreover, 
is  he  unable  to  round  off  his  story  with  a  decisive  ‘  curtain  ’ ;  he  is  at 
a  loss  for  a  definite  beginning.  It  is  convenient  to  open  the  tale  with 
the  stock  market  crash  in  New  York  in  October  1929,  but  that  is 
like  starting  the  narrative  of  a  flood  at  the  moment  when  the  last 
sod  in  the  dyke  gave  way.  The  boom  of  1928-9  concealed  underlying 
deflationary  tendencies,  so  that  when  it  collapsed  they  were  merely 
left  to  exercise  their  force  unchecked.  The  fall  in  commodity  prices, 
which  has  already  been  described  in  this  series,1  proceeded  with  only 
intermittent  relief  from  1925  onwards.  This  was  so  even  in  the 
United  States,  where  wholesale  prices  were  at  no  time  higher  in  1927, 
1928  or  1929  than  the  average  for  1926,  and  where  the  annual  average 
fell  by  18  per  cent,  between  1925  and  1929.  Unnatural  stringency  of 
credit  throughout  the  world,  caused  in  part  by  the  importunities  of 
borrowers  and  in  part  by  the  difficulties  of  lenders  (especially  Great 
Britain,  who  suffered  most  from  the  maldistribution  of  gold)  shared 
with  the  enormous  increase  of  primary  production  in  bringing  about 
the  general  decline  of  prices;  while  already  in  the  first  half  of  1929 
the  embarrassments  of  debtor  countries  and  the  pressure  upon  them 
to  sell  at  ‘  cut  ’  prices  had  been  grievously  enhanced  by  the  reduction 
of  British  and  still  more  of  American  lending. 

The  boom,  then,  did  not  take  the  form  of  an  inflation  of  commodity 
prices.  Nor  was  it  manifested  in  any  striking  enlargement  of  industrial 
production  in  the  United  States.  On  the  base  1926=100,  the  Ameri¬ 
can  production  index  for  1928  was  103  and  that  for  1929  was  110, 
while  the  peak  figure  was  only  116.  Still  less  did  the  boom  involve  a 
great  increase  of  factory  employment  in  America,  for  the  annual 
index  was  the  same  in  1929  as  in  1926,  and  even  the  most  favourable 
monthly  figure,  after  allowing  for  seasonal  variations,  was  only  two 
points  higher.  The  character  of  such  industrial  expansion  as  there 
was  is  also  important.  The  only  large  groups  of  industries  in  the 
United  States  in  which  1929  employment  exceeded  the  average  of 
1926  were  machinery,  paper  and  printing,  chemicals  and  rubber 
products ;  even  in  the  transportation  equipment  group  the  increase 
in  automobile  manufacture  was  more  than  offset  by  the  decline  in 
railway-carriage  building  and  repair. 

The  boom  in  the  United  States  may  be  described  as  an  increase 
of  ‘real  investment’  beyond  the  rate  of  money  saving,  providing  a 

1  See  tlie  Survey  for  1930,  p.  459. 
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volume  of  purchasing  power  which  found  its  way  primarily  into  the 
stock  market  and  secondarily  into  the  purchase  of  highly  manu¬ 
factured  goods  and,  even  more  notably,  of  services,  including  enter¬ 
tainments,  transport  and  retail  trade.  Like  all  big  inflationary  or 
deflationary  movements,  it  was  naturally  cumulative,  for  the  widen¬ 
ing  market  for  finished  goods  increased  the  profits  of  manufacture  and 
so  drove  up  security  prices  still  farther.  When  the  boom  collapsed 
the  sequence  was  reversed,  though  the  speculative  mania  had  become 
so  intense  that  the  reduction  of  public  purchasing  power  through  the 
falling  off  of  capital  construction  did  not  affect  stock  prices  until  it 
had  clearly  brought  about  a  reduction  of  manufacturing  employ¬ 
ment  and  output.  On  the  base  of  1923-5=100,  the  index  of  building 
contracts1  reached  a  maximum  (after  allowing  for  seasonal  variations) 
of  139  in  June  1928;  a  year  later  the  adjusted  index  was  only  126. 
At  that  date  (June  1929)  the  adjusted  indices  of  industrial  production, 
of  factory  employment,  and  of  freight  car  loadings  all  reached  their 
highest  points,  respectively  125,  103  and  108  on  the  same  base. 
The  prices  of  share  securities,  however,  continued  to  rise  on  Wall 
Street,  the  monthly  average  index  touching,  in  September  1929,  a 
maximum  height  125  per  cent,  above  the  1926  level.  On  the  24th 
October,  after  a  short  period  of  orderly  liquidation,  there  was  a  panic 
in  the  stock  market ;  the  balloon  had  burst  at  last. 

These  figures  show  clearly  that  the  stock  market  crash  was 
preceded  by  an  industrial  recession,  itself  a  year  behind  the  curtail¬ 
ment  of  capital  construction.  In  the  end  these  factors  were  bound  to 
prevail,  but  there  were  also  international  reasons  why  the  stock 
market  inflation  could  no  longer  be  maintained.  The  first  was  the 
growing  stringency  of  world  credit  conditions.  London  in  particular 
was  hard  pressed  by  the  effort  at  once  to  encash  foreign  deposits  and 
to  finance  the  borrowers  who  could  no  longer  apply  to  New  York, 
even  while  British  funds  were  themselves  being  sucked  into  the  Wall 
Street  vortex.  On  the  26th  September,  the  Bank  of  England  rate 
was  raised  from  5J  per  cent,  to  6^  per  cent.  The  collapse  and  exposure 
of  over-speculative  or  fraudulent  concerns,  which  was  so  obvious  and 
so  painfully  purgative  a  symptom  of  the  world  economic  crisis,2  was 

1  A  three  months’  moving  average  centred  at  the  middle  month. 

2  Other  instances  which  spring  readily  to  mind  are  the  Kylsant  affair  in 
England,  the  ‘Favag’  and  Katzenellenbogen  cases  in  Germany,  the  Credit- 
Anstalt  difficulties  in  Austria,  the  Oustric  collapse  in  France,  the  failure  of 
numerous  hanking  and  brokerage  houses  in  the  United  States  and  in  Canada, 
the  Insull  receivership  (Middle  West  Utilities),  and  above  all — because  of  its 
size  and  of  its  international  complication — the  Kreuger  collapse.  As  His 
Holiness  the  Pope  said  in  the  Encyclical  ‘Caritate  Christi  Compulsi’,  ‘even 
the  very  few  who  have  in  their  hands  enormous  wealth,  together  with  the 
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early  exemplified  in  the  Hatry  affair  in  London  in  September  1929. 
The  second  reason  was  the  exertions  of  the  debtor  countries  to  com¬ 
pensate  the  curtailment  of  international  lending  by  enlarging  their 
export  balances.  These  efforts  not  only  assisted  the  collapse  of  world 
prices  but  also  bore  directly  upon  the  industrial  difficulties  of  the 
United  States.  From  April  1929  until  a  year  later  her  export 
surplus  was  in  no  month  greater  than  it  had  been  a  year  before, 
the  aggregate  from  April  to  March  being  $420,000,000  less  than  in 
1928-9. 

The  slump,  once  started,  continued  a  swift  and  snowball  career. 
Perhaps  the  most  significant  fact  on  the  American  side  is  that  the 
index  of  factory  pay-rolls  fell  by  16  per  cent,  in  three  months.  The 
great  contraction  of  purchasing  power  which  this  indicates  was  hardly 
compatible  with  any  permanent  improvement  of  internal  prices  and 
commercial  conditions.  There  was,  indeed,  a  trade  revival  early  in 
1930.  Stock  prices  rose  sharply,  industrial  production  and  capital 
construction — under  the  stimulus  of  official  policy  which  had  later 
to  be  reversed  when  the  budgetary  problem  became  critical — - 
advanced  by  more  than  the  normal  seasonal  increase ;  but  in  face  of 
world  conditions  the  improvement  was  bound  to  be  short-lived,  and 
by  May  all  the  indices  were  dropping  again.  It  might  have  been 
expected  that  just  as  the  American  boom  had  no  striking  effect  in 
stimulating  world  prosperity,  so  its  collapse  would  have  had  equally 
little  influence  on  the  advance  of  the  world  depression.  But  that 
would  have  been  a  false  deduction.  Not  only  did  the  decline  of  the 
American  industrial  market  force  down  the  prices  of  such  ‘key’ 
commodities  as  tin  and  rubber  (which  had  been  maintained,  against 
the  drift  of  events,  by  artificial  measures),  but  the  whole  financial 
system  of  the  world  had  received  a  shock  from  which  it  would  need 
time  to  recover.  Every  stock  market  declined  in  sympathy  with 
Wall  Street,  and  liquidation  both  local  and  international  was  the 
order  of  the  day.  The  inflow  of  gold  to  London  and  the  reduction  of 
the  Bank  of  England  rate,  while  they  relieved  a  tense  financial 
strain,  did  not  do  much  to  stimulate  enterprise  and  capital  construc¬ 
tion.  The  abrupt  curtailment  of  international  lending — however 
wasteful  and  unjustifiable  some  of  the  previous  loans  may  have 
been — had  dislocated  world  trade  and  depressed  commodity  prices. 
The  collapse  of  the  stock  market  boom  did  not,  however,  liberate 
for  foreign  investment  the  full  resources  that  the  boom  itself  had 

destinies  of  the  world,  and  who  with  their  speculations  were  responsible  for 
so  much  of  our  woe,  are  themselves  often  the  first  and  most  notorious  of  the 
victims,  dragging  into  the  abyss  the  fortunes  of  others’. 
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imprisoned,  even  though,  as  usual  in  the  course  of  business  cycles, 
the  decline  in  equity  prices  tended  to  push  up  the  value  of  fixed 
interest-bearing  bonds;  for  private  investors,  having  frequently 
squandered  their  capital  gains  or  pledged  in  instalment  payments 
hypothetical  future  incomes,  were  constrained  to  economize  rather 
than  to  invest,  while  the  bond  houses,  compelled  to  find  cover  for 
marginal  holdings  and  to  establish  a  cash  surplus  on  their  capital 
accounts,  were  too  much  preoccupied  with  disposing  of  their 
‘  undigested  ’  stocks  of  former  flotations  to  be  interested  in  new  ones . 
On  the  borrowers’  side  the  fall  of  prices  that  had  already  taken  place 
had  gravely  injured  their  economic  status.  Forced  to  achieve  a  larger 
outward  balance  of  trade,  they  had  either  to  export  a  greater  and 
greater  quantity  of  goods,  or  precipitately  to  curtail  their  imports,  in 
order  to  maintain  their  balance  even  at  its  former  level.  The  com¬ 
bination  of  diffident  or  harassed  lenders,  and  weak  or  even  bankrupt 
borrowers,  remained  typical  of  the  depression  through  all  its  phases, 
and  automatically  prevented  any  revival  of  international  lending  on 
the  scale  of  earlier  years. 

Moreover,  faced  with  financial  stringency,  with  rising  stocks  and 
shrinking  markets,  scheme  after  scheme  for  the  artificial  regulation  of 
prices  fell  to  the  ground.1  The  next  phase,  then,  of  the  economic 
depression,  after  the  collapse  of  stock  exchange  inflation,  was  the 
world-wide  acceleration  of  the  secular  fall  of  prices.  During  1930 
(January  to  January)  the  monthly  average  index  of  wholesale 
prices  fell  in  Great  Britain  by  18  per  cent.,  in  the  United 
States  by  16  per  cent.,  in  France  by  6  per  cent.,  in  Germany  by 
13  per  cent.,  in  Italy  by  18  per  cent.,  in  the  Netherlands  by  20  per 
cent.,  and  in  Japan  by  21  per  cent.2  The  difference  between  the 
various  national  figures  is  due  in  part  to  the  variation  of  the  schedules 
of  commodities  included,  and  in  part  to  the  effects  of  tariffs  and  other 
measures  of  protection.  The  fall  of  prices  was  not  evenly  spread 
between  the  various  groups  of  goods.  National  experience  in  this 
respect  differs  remarkably.  In  Great  Britain,  wholesale  food  prices 
fell  by  16  per  cent,  in  the  year,  and  the  prices  of  industrial  products  by 
19  per  cent. ;  whereas  in  the  United  States  the  farm  products  group 
fell  by  19  per  cent.,  foodstuffs  by  17  per  cent.,  and  ‘other  com¬ 
modities’  by  only  12  per  cent. ;  while  in  France  the  farm  and  food 
products  index  actually  rose  by  13  per  cent,  (largely  through  measures 

1  See  the  Survey  for  1930,  p.  470. 

2  Sources  for  wholesale  price  indices:  Great  Britain,  Board  of  Trade; 
U.S.A.,  Bureau  of  Labour;  France,  Statistique  Generate;  Italy,  Istituto 
Centrale  di  Statistica ;  Netherlands,  Centraal  Bureau  voor  de  Statistik;  Japan, 
Bank  of  Japan. 
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of  agricultural  protection),  against  a  fall  of  20  per  cent,  in  the 
industrial  products  index.  In  Germany,  the  price  of  agricultural 
products  fell  by  12  per  cent.,  that  of  provisions  by  11  per  cent., 
that  of  industrial  raw  and  semi-finished  products  by  16  per  cent., 
and  that  of  industrial  finished  products  by  9  per  cent.  Here  again, 
direct  international  comparisons  are  dangerous.  The  British  in¬ 
dustrial  products  index,  for  instance,  is  weighted  much  more  heavily 
with  the  raw  materials  of  industry — such  as  coal,  pig  iron,  rubber, 
copper,  and  other  metals — than  with  its  finished  products.  The 
prices  of  British  imports,  in  which  foodstuffs  and  raw  materials  play 
a  predominant  part,  fell  by  a  much  larger  proportion  than  did  the 
prices  of  British  exports,  which  are  mainly  manufactured  articles. 
In  short,  the  world-wide  fall  of  prices  was  generally  characterized 
by  a  greater  change  in  the  values  of  raw  produce  than  in  those  of 
goods  at  the  later  stages  of  manufacture,  a  fact  which  temporarily 
assisted  industrial  countries  like  Great  Britain  but  which  could  not 
do  so  for  long,  since  their  markets  abroad  were  being  concurrently 
impoverished.  A  further  commentary  on  the  same  aspect  of  the 
depression  is  provided  by  the  course  of  cost-of-living  and  retail 
prices  indices.1  In  Great  Britain,  for  instance,  the  cost-of-living 
index  fell  by  only  8  per  cent,  in  1930  and  in  Germany  by  the  same 
amount.  The  following  changes  in  the  indices  of  retail  food  prices  may 
be  compared  with  the  wholesale  food  price  movements  shown  above : 
Great  Britain,  a  drop  of  12  per  cent. ;  United  States,  a  drop  of  13  per 
cent. ;  Germany,  a  drop  of  11  per  cent. ;  and  France,  a  rise  of  7  per 
cent.  The  widening  margin  between  wholesale  and  retail  price 
indices,  although  it  was  a  normal  accompaniment  of  a  price  depres¬ 
sion  and  reflected  much  more  the  inflexibility  of  internal  manufactur¬ 
ing  and  distributing  costs,  including  wages,  than  any  abnormal 
profits  reaped  by  traders,  grievously  exercised  politicians  and 
publicists.  In  France  the  cost  of  living  (Paris  index)  was  actually 
rising  while  wholesale  prices  were  falling,  a  fact  which  not  merely 
diminished  her  competitive  ability  in  international  markets  but  was 
also  the  origin  of  a  series  of  labour  troubles.  Protection  and  the 
inflow  of  gold  were  having,  though  tardily,  the  consequences  that 
the  classical  economists  attributed  to  them. 

The  effect  on  industrial  conditions  of  the  world-wide  fall  of  prices 
is  too  familiar  to  need  detailed  treatment.  The  purchasing  power 

1  Sources  of  cost-of-living  and  retail  food  price  indices:  Great  Britain, 
Ministry  of  Labour;  U.S.A.,  Bureau  of  Labour  Statistics;  Germany,  Statis- 
tiscbes  Reichsamt;  France,  Statistique  Generale  and  Commission  d’ Etudes 
relatives  au  cout  de  la  vie  a  Paris. 
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of  raw  material-producing  countries  was  enormously  diminished. 
Markets  contracted,  profits  fell,  production  was  curtailed,  buying 
of  stocks  was  restricted,  and  prices  dropped  still  further.  Because 
the  money  rewards  of  the  various  sections  of  the  community  were 
adjusted  to  the  new  levels  of  prices  at  varying  speeds,  the  distribution 
of  the  aggregate  product  of  industry  and  agriculture  was  funda¬ 
mentally  altered.  Out  of  a  diminishing  volume  of  goods  and  services, 
wage-earners  and  salary-earners  and  pensioners  of  all  kinds  and 
creditors  for  fixed  interest  became  entitled  to  a  larger  and  larger 
absolute  amount  as  the  purchasing  power  of  their  money  rose,  so 
that  the  residuary  margin  for  profits  steadily  declined  and  enterprise 
was  utterly  discouraged.  That  process  was  not  essentially  altered  by 
the  compensatory  fact,  on  the  personal  side,  that  the  wage-earning 
class  suffered  in  unemployment  as  they  gained  in  the  real  value  of 
their  wages,  and  that  receivers  of  ‘unearned  income’  suffered  from 
reduced  dividends  and  from  commercial  failures  and  governmental 
defaults  as  they  gained  from  the  larger  purchasing  power  of  their 
actual  interest  receipts.  In  1930,  wage  rates  in  Great  Britain  fell 
by  only  \  per  cent.,1  whereas  industrial  profits  fell  by  roughly 
16  per  cent.2  Naturally,  as  profits  declined  and  markets  shrank, 
production  was  diminished  and  stock  market  prices,  based  on  profits, 
continued  to  slide.  In  the  United  States,  after  a  revival  in  the  first 
five  months  of  the  year,  industrial  production  fell  during  1930 
(January-January)  by  21  per  cent.,  and  in  Great  Britain  by  14  per 
cent,  (first  quarter-first  quarter).3  It  was  only  to  be  expected  that 
the  price  of  equity  shares  should  have  suffered  a  larger  proportionate 
decline  than  was  shown  by  production  figures,  representing,  as  they 
did,  the  capitalization  of  profits  after  bondholders  had  taken  their 
share  of  the  declining  gross  yield  of  industry  and  commerce — 
profits,  moreover,  which  appeared  likely  to  shrink  still  further  in 
the  future.  On  the  New  York  market  the  average  price  of  common 
stocks,  after  rising  by  16  per  cent,  in  the  three  months  ended  April, 
fell  on  balance  by  28  per  cent,  between  January  1930  and  January 
1931. 4  In  London,  where  the  earlier  rise  was  much  less,  the  drop  was 
more  moderate  also,  amounting  to  only  19  per  cent,  in  the  year. 
The  difference  between  the  two  markets  is  significant;  it  was  due 
partly  to  the  fact  that  during  the  boom  stock  exchange  prices  had 
undoubtedly  been  inflated  in  New  York  beyond  their  real  value  on 

1  Ministry  of  Labour  index.  2  According  to  the  Economist. 

3  Sources  for  production  indices:  U.S.A.,  Federal  Reserve  Board;  Great 
Britain,  Board  of  Trade. 

4  Sources  for  security  indices:  U.S.A.,  Standard  Statistics;  Great  Britain, 
Bankers’  Magazine. 
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the  basis  of  earnings,  partly  to  the  more  adventurous  methods  of 
financing  adopted  by  American  companies,  especially  during  1928 
and  1929  ;  but  partly  also  to  a  difference  in  business  sentiment.  Great 
Britain,  accustomed  for  years  to  a  heavy  volume  of  unemployment, 
to  adversities  of  export  trade  and  to  other  symptoms  of  economic 
disorder,  took  further  troubles  phlegmatically,  whereas  the  United 
States,  deluded,by  promises  of  continued  and  advancing  prosperity, 
still  looked  for  a  revival  round  the  corner,  and,  finding  none,  relapsed 
into  despair  and  occasionally  into  panic.  In  spite  of  the  shocks 
suffered  by  London  in  the  summer  of  1931,  the  difference  became 
more  and  more  pronounced  as  time  went  on. 

The  fall  in  stock  exchange  values  was  naturally  reflected  in  the  new 
issues  markets,  the  chief  features  of  which  are  shown  in  the  following 
table. 

New  Capital  Issues. 


Country. 

Year. 

Total. 

Domestic.  Foreign. 

Private  borrowers 
only. 

Share 

Debt.  Capital. 

(In  £  millions.) 

o/ 

/o 

0/ 

/o 

United  Kingdom1 

1928 

362 

219 

143 

26-0 

74-0 

1929 

253 

159 

94 

22-5 

77-5 

1930 

336 

127 

109 

43-6 

56-4 

(I 

n  $  millions.) 

U.S.A. 

1928 

8,040 

6,789 

1,251 

44-6 

55-4 

1929 

10,091 

9,420 

671 

26-0 

74-0 

1930 

6,909 

6,004 

905 

66-5 

33-5 

The  chief  points  of  interest  in  these  figures  are  the  great  rise  of 
American  domestic  issues  in  1929  and  their  equally  sudden  fall  in 
1930 ;  the  revival  of  international  lending  in  both  countries  after  the 
collapse  of  the  Wall  Street  boom — insufficient,  however,  to  bring  the 
1930  figures  up  to  three-quarters  of  their  1928  level ;  and  the  striking 
preference  shown,  as  prospects  darkened  and  profits  fell,  for  deben¬ 
tures  and  notes  in  place  of  securities  carrying  the  equity.  It  may  be 
remarked  that  the  sluggishness  of  the  capital  market  defied  the 
stimulation  afforded  by  cheap  money.  By  the  end  of  1930  the  New 
York  Federal  Reserve  Bank  rate  was  2  per  cent.,  whereas  at  the  time 
of  the  stock  market  collapse  it  had  been  6  per  cent.  The  Bank  of 
England  rate  had  likewise  been  reduced  from  6|  to  3|  per  cent.,  and 
the  open  market  rate  had  fallen  still  more  steeply.  In  October  1929, 

1  Excluding  British  Government  issues. 
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the  average  discount  quoted  in  London  for  three-months’  bankers’ 
acceptances  was  6-13  per  cent. ;  a  year  later  it  was  only  2-09  per  cent. 
All  the  great  financial  markets  shared  in  this  easing  of  credit  condi¬ 
tions,  Paris  the  least,  proportionately,  and  Amsterdam  the  most. 
In  the  latter  centre  the  monthly  average  private  discount  rate  fell 
from  5T5  per  cent,  to  1-31  per  cent,  in  the  thirteen  months  ended 
November  1930.  But  all  to  little  avail.  The  shock  to  confidence  had 
been  too  great  and  the  circumstances  of  potential  borrowers  were 
too  doubtful  for  the  easy-money  leaven  to  penetrate  far  beyond  the 
short-term  market,  where,  indeed,  it  partly  resulted  from  the  decline 
of  trade  and  hence  of  paper  for  re-discount. 

The  fluctuations  in  international  lending,  the  embarrassments  of 
debtor  countries,  the  fall  in  prices,  the  depressed  conditions  in  the 
creditor  countries,  all  naturally  had  a  profound  effect  upon  the  volume 
and  distribution  of  world  trade.  Indeed,  it  is  impossible  to  establish 
any  clear  chain  of  cause  and  effect  among  these  various  factors ;  for 
just  as  the  dislocated  credit  conditions  and  the  fall  in  prices  disturbed 
the  normal  course  of  international  trade,  so  the  dislocation  of  inter¬ 
national  trade  in  its  turn  assisted  the  fall  of  prices  and  the  disturbance 
in  the  international  credit  market.  The  following  summary  has  been 
compiled  so  as  to  bring  out  certain  vital  aspects  of  the  world  trade 
upset. 

International  Trade,  1928-30. 

(In  £  millions.) 


Year. 

Imports 
for  Domestic 
Consumption. 

Exports 
of  Domestic 
Produce. 

Balance. 

Twenty  Debtor 

1928 

2,255 

2,156 

-99 

Countries  (a) 

1929 

2,232 

2,214 

-18 

1930 

1,763 

1,787 

+  24 

Six  Creditor 

1928 

2,858 

2,600 

-258 

Countries  (b) 

1929 

3,010 

2,619 

—  391 

1930 

2,501 

2,054 

-447 

World  (33 

1928 

6,005 

5,521 

—  484 

Countries)  (c) 

1929 

6,136 

•  5,575 

—  561 

1930 

5,013 

4,456 

—  557 

(a)  Argentina,  Australia,  Austria,  Brazil,  Cliile,  Czechoslovakia,  Egypt, 
Germany,  Greece,  Hungary,  India,  Japan,  Jugoslavia,  Mexico,  New 
Zealand,  Peru,  Poland,  Rumania,  South  Africa,  U.S.S.R. 

(b)  Belgium,  France,  Netherlands,  Switzerland,  United  Kingdom,  U.S.A. 

(c)  The  above  together  with  Canada,  Denmark,  Irish  Free  State,  Italy, 
Norway,  Spain,  Sweden. 

The  chief  countries  omitted  from  this  table  are  China,  a  number  of 
the  smaller  Latin  American  States,  and  the  dependencies  of  European 
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Powers.  Apart  from  such  omissions,  the  discrepancy  between  aggre¬ 
gate  exports  and  aggregate  imports  arises  mainly  (though  not 
exclusively)  from  the  fact  that  the  former,  for  the  most  part,  are 
valued  f.o.b.  and  the  latter  c.i.f.,  so  that  imports  into  country  A 
from  country  B  exceeds  exports  from  B  to  A  by  all  transhipment 
costs.  The  first  point  that  emerges  from  the  table  is  the  rise  in  the 
value  of  world  trade  in  1929  and  its  decline  in  1930  to  a  level  con¬ 
siderably  below  that  of  1928.  The  latter  movement  was,  of  course, 
largely  the  consequence  of  the  fall  of  prices  meanwhile,  but  it  was 
not  so  entirely.  If  a  correction  is  made  for  price  changes,  on  the 
basis  of  an  index  averaging  the  wholesale  price  indices  of  ten  represen¬ 
tative  countries,1  then  the  volume  of  trade  for  the  33  countries  may  be 
represented  as  100, 104  and  97  respectively  in  the  three  years  beginning 
with  1928.  This  result  is  borne  out  by  such  figures  as  are  available 
of  the  bulk  of  international  trade,  indices  of  the  tonnage  entering 
into  the  external  trade  of  seventeen  countries  being  100,  106  and  98 
for  three  years.  Crude  indices  of  this  kind  can  only  give  a  very  general 
picture  of  the  course  of  world  trade,  but  they  are  enough  to  indicate 
that  whereas  the  decline  in  its  volume  in  1930  was  substantial  it  was 
not  comparable  with  the  devastating  reduction  that  occurred  in 
1931. 

More  striking,  and  more  important  because  of  its  bearing  on  the 
causes  and  character  of  the  slump,  is  the  contrast  shown  between 
debtor  and  creditor  countries.  On  making  the  same  correction  for 
price  changes  as  above  we  find  that  in  the  space  of  two  years  the 
former  group  curtailed  the  volume  of  their  imports  by  7  per  cent, 
while  their  exports  fell  in  volume  by  only  2  per  cent. ;  whereas  the 
latter  group,  whose  aggregate  imports  actually  rose  by  3  per  cent., 
suffered  a  7  per  cent,  cut  in  the  volume  of  their  exports.  It  is 
important  to  note  that  this  movement,  which  was,  of  course, 
associated  with  the  curtailment  of  international  lending,  was  already 
under  way  during  the  boom  year  1929.  In  1931  it  was  intensified 
still  further. 

The  social  changes  effected  by  the  world  slump,  which  in  their 
turn  inevitably  gave  rise  to  political  upheavals  both  pacific  and 
revolutionary,  can  only  be  very  briefly  indicated.  Vast  fortunes, 
according  to  their  nature,  ebbed  away  or  disappeared  in  the  space  of 
a  few  days.  In  the  early  phases  of  the  depression,  the  profit-taking 
class,  and  especially  those  whose  riches  were  the  fruit  of  speculation, 

1  Australia,  Canada,  Denmark,  France,  Germany,  India,  Italy,  Nether¬ 
lands,  United  Kingdom,  U.S.A.  The  resultant  price  indices,  on  the  base 
J913  =  100,  actually  were  144-7,  141-7,  and  122-4. 
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suffered  the  most  severely.  The  evaporation  of  the  'get-rich-quick’ 
craze,  and  the  exposure  of  the  hollowness  of  some  of  the  paper 
fortunes  that  had  been  built  up  during  the  boom,  may  be  set  on  the 
credit  side  of  the  slump’s  gloomy  balance-sheet.  In  so  far  as  they 
were  not  also  profit-takers,  the  rentier  class  benefited  by  the  fall  of 
prices  without  suffering  any  curtailment  of  their  money  incomes, 
though  in  the  later  phases  of  the  slump  national  and  private  bank¬ 
ruptcies  cut  down  the  total  of  interest  paid  on  bonded  indebtedness. 
Nor  did  the  incomes  of  salary-  and  wage-earners  fall  as  swiftly  as 
prices,  but  regarded  as  a  class,  not  as  individuals,  they  bore  much  of 
the  burden  of  the  depression  in  the  shape  of  unemployment.  In  the 
United  States  the  percentage  of  trade  unionists  unemployed  rose 
from  12-5  in  January  1930  to  19-8  a  year  later;  at  the  end  of  1931, 
when  the  percentage  was  21-8,  the  American  Federation  of  Labour 
reported  that  there  were  8,300,000  unemployed  in  the  United  States, 
and  on  this  basis  the  figures  given  above  would  indicate  a  rise  from 
4,750,000  to  7,500,000  during  1930,  though  it  is  possible  that  the 
rise  was  even  steeper  in  the  categories  not  included  in  the  returns.  In 
Great  Britain  the  number  of  registered  unemployed  (including 
temporarily  stopped)  rose  from  1,520,000  to  2,660,000  during  the 
same  period;  in  Germany  from  3,220,000  to  4,890,000,  after  a 
seasonal  relief  in  the  summer;  and  in  Italy  from  490,000  to  750,000, 
also  after  a  temporary  improvement.  In  France,  the  number  on  the 
live  register,  after  showing  little  change  for  three-quarters  of  the 
year,  suddenly  increased,  and  at  the  end  of  January  1931,  at  45,000, 
was  30,000  more  than  a  year  previously;  when  the  figure  was 
50,000,  in  April  1931,  a  correspondent  of  the  Economist 1  reckoned 
that  914,000  was  the  total  most  comparable  with  British  official 
figures,  including  a  permanent  labour  turnover  of  250,000,  and  this 
would  indicate  a  rise  from  450,000  to  850,000  in  the  course  of  1930. 
Thus  in  these  five  great  countries  alone,  during  those  twelve  months, 
over  six  million  men  and  women  were  thrown  out  of  employment.  The 
social  problems  implicit  in  this  fact  were  no  less  important  than  the 
financial.  The  growth  of  Communism  in  the  United  States,  of 
revolutionary  movements  both  of  the  Right  and  of  the  Left  in 
Germany,  the  waxing  strength  of  the  extreme  Republican  forces  in  the 
Irish  Free  State,  were  the  work  very  largely  of  idle  men.  In  Ireland 
particularly,  where  industrial  unemployment  was  on  a  comparatively 
small  scale,  and  where  agriculture  suffered  no  such  disasters  as  it 
underwent,  for  instance,  in  wheat-growing  lands,  the  social  and 
political  situation  was  profoundly  affected  by  the  drying-up  of 
1  Issue  of  the  8th  August,  1931,  p.  288. 
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emigration,  which  was  itself  the  consequence  of  trade  depression  in 
the  New  World. 

The  figures  given  so  far  in  this  section  have  related  to  the  year 
1930.  That  is  convenient  statistically,  but  it  is  misleading  if  it  suggests 
that  economic  events  wait  upon  the  calendar  or  that  a  new  phase  of 
the  world  depression  began  on  the  1st  January,  1931.  The  second  part 
of  the  depression,  the  financial  crisis  as  contrasted  with  the  com¬ 
mercial  slump  out  of  which  it  arose,  may  be  reckoned  to  have  begun 
with  the  collapse  of  the  Credit-Anstalt  in  May  1931.  During  the  first 
five  months  of  that  year,  the  general  symptoms  of  the  depression 
remained  the  same  as  they  had  been  through  the  greater  part  of  1930. 
Wholesale  prices  fell  by  roughly  another  5  per  cent.  (9  per  cent,  in 
the  United  States).  Retail  prices  began  to  make  up  some  of  the  lag ; 
in  Great  Britain,  where  the  wholesale  food  price  index  was  virtually 
unaltered  between  January  and  June  1931,  retail  food  prices  fell  by 
8  per  cent.,  but  some  part  of  the  difference  is  to  be  explained  by 
seasonal  variations.  Production  in  the  great  commercial  and  in¬ 
dustrial  countries  still  showed  no  signs  of  permanent  revival ;  in  the 
United  States  the  adjusted  index  rose,  between  January  and  May, 
from  82  per  cent,  to  89  per  cent,  of  the  1923-5  average,  but  in 
Great  Britain  and  in  most  other  countries  except  Germany  there  was 
a  further  fall  both  in  the  first  and  in  the  second  quarters  of  the  year. 
Employment  likewise  showed  no  more  than  a  seasonal  improvement. 
Prices  of  share  securities,  after  a  rally  in  March,  continued  their 
descent  in  every  market,  and  in  the  United  States  fell  below  the 
average  of  1926  for  the  first  time  since  the  boom.  Bond  prices,  how¬ 
ever,  remained  at  a  high  level  until  the  financial  crisis  of  the  summer 
sent  them  upon  the  same  sorry  career  as  the  prices  of  equities. 
It  was  against  such  a  steadily  darkening  background  that  the 
fresh  crisis  occurred.  The  financial  collapse  of  country  after 
country,  the  breakdown  of  currency  standards,  the  restriction  of 
trade  by  exchange  control  and  like  devices,  the  failure  of  great 
financial  houses,  were  symptomatic  of  a  later  phase  of  the  depression, 
whose  outstanding  events  are  recorded  below. 

(c)  The  Monetary  Crisis  of  1931 

The  battery  of  circumstances  against  monetary  standards  in  1931 
was  not  a  sustained  bombardment  but  a  series  of  explosions,  each  of 
which  lit  the  fuse  for  the  next.  The  first  threatening  report  sounded 
from  Austria.  It  is  entertaining  but  useless  to  speculate  what  might 
have  happened  had  the  Credit-Anstalt  not  collapsed  ;  for  our  purposes 
it  is  sufficient  that  to  that  incident  is  traceable  the  whole  sequence 
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of  monetary  crises  that  unhappily  enlivened  1931.  The  Credit- 
Anstalt,  founded  in  1855  by  the  Rothschilds  and  ever  since  associated 
with  that  family,  was  easily  the  largest  bank  in  Austria.  In  1921, 
virtually  under  Government  compulsion,  it  took  over  the  Boden 
Credit-Anstalt,  which  had  got  into  difficulties,  and  thereafter  its 
assets  and  liabilities  amounted  to  70  per  cent,  of  the  total  for  all 
Austrian  banks  put  together.  The  absorption  of  its  former  rival, 
involving  an  estimated  loss  of  over  60,000,000  schillings  (nearly 
£2,000,000)  was  partly  responsible  for  the  embarrassment  of  the 
Credit-Anstalt ,  and  some  blame  must  be  laid  upon  an  extravagant 
system  of  management ;  but  a  fuller  explanation  is  to  be  found  in 
the  dismemberment  of  the  Austro-Hungarian  Empire  in  the  Treaties 
of  Peace,  which,  by  impoverishing  Austria,  deprived  the  bank  of  its 
source  of  capital  and  strength,  exposed  it  to  the  nationalistic 
jealousies  of  the  successor  states,  forced  it  to  rely  on  foreign  funds 
in  financing  a  precarious  economic  system  in  Central  Europe,  and  left 
it,  like  Vienna  itself,  too  large  and  pretentious  for  the  territory  it  had 
to  serve.  On  top  of  this  came  the  severe  stock  exchange  and  trade 
slump  of  1930-1.  The  depreciation  of  capital  values  and  the  ‘  freezing  ’ 
of  advances  involved  banks  in  difficulties  all  over  the  world,  and  the 
Credit-Anstalt,  whose  balance-sheet  at  the  31st  December,  1930, 
already  showed  ‘diverse  losses’  (mostly  depreciation  of  share  hold¬ 
ings)  amounting  to  148,000,000  schillings,  against  a  share  capital 
and  reserve  of  177,000,000  schillings,  could  stand  the  strain  no  longer. 

It  was  in  the  second  week  of  May  that  the  Credit- Anstalt’s  difficulties 
became  publicly  known.  The  Austrian  National  Bank,  the  House 
of  Rothschild  and  the  Austrian  Government  came  to  the  rescue  with 
fresh  funds,  the  Government  subscribing  100,000,000  schillings  for 
shares  in  the  bank  on  the  strength  of  an  issue  of  three-year  Treasury 
Bonds.  For  a  while  the  situation  was  relieved,  but  confidence  had 
received  a  bad  shock,  and  calls  upon  the  Credit-Anstalt  persisted  in 
great  volume  all  through  May.  Difficulties  were  enhanced  by  the 
lack  of  working  capital  to  keep  alive  the  industrial  enterprises  in 
which  the  bank  was  interested,  and,  moreover,  the  balance  sheet 
position  was  severely  injured  by  the  fact  that  the  bank  held,  in 
accordance  with  Central  European  custom,  a  large  proportion  of  its 
own  shares,  which  naturally  depreciated  sharply  after  the  first 
disclosures.  The  Credit-Anstalt’ s  troubles  were  also  bound  up  with 
those  of  the  Amstelbank,  which  was  likewise  associated  with  the 
Rothschilds,  and  which  held  a  large  proportion  of  the  Credit-Anstalt’ s 
foreign  assets.  Events  now  moved  swiftly.  On  the  27th  May  a 
London  Committee  was  formed  under  the  chairmanship  of  Mr.  Lionel 
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de  Rothschild,  to  be  merged  a  few  days  later  into  an  international 
committee  of  creditors.  On  the  28th  May  the  Austrian  Parliament 
passed  a  Bill  authorizing  the  Government  to  guarantee  any  credits 
and  advances  granted  to  the  Credit- Anstalt  thereafter  until  June  1933. 
On  the  following  day  the  Bank  for  International  Settlements 
announced  that,  in  association  with  ten  leading  Central  Banks,  it 
had  agreed  to  grant  a  credit  in  foreign  currency  to  the  Credit- Anstalt, 
and  a  representative  of  the  international  bank  was  sent  to  Vienna 
to  establish  personal  contact.  This  support  stemmed  for  the  time 
being  the  run  on  the  banks  and  the  demand  for  foreign  exchange  by 
the  Austrian  public.  But  such  efforts  could  only  divert  the  strain. 
By  the  1st  June  the  Austrian  National  Bank  had  taken  over  bills 
endorsed  by  the  Credit- Anstalt  to  the  tune  of  400,000,000  schillings 
(£12,000,000) ;  these  discounts  carried  the  guarantee  of  the  Federal 
Government,  which,  with  its  other  commitments,  was  sinking  into 
much  the  same  position  of  financial  weakness  as  the  Credit-Anstalt 
had  itself  occupied.  The  Austrian  Chancellor  made  efforts  to  raise  a 
loan  in  Paris,  but — according  to  contemporary  reports — it  was 
impossible  for  him  to  accept  the  political  conditions  laid  down, 
relating  to  the  proposed  Austro -German  customs  union.1  On  the 
16th  June,  however,  the  Bank  of  England  made  an  interim  advance 
of  150,000,000  schillings  (£4,300,000)  to  the  Austrian  National  Bank, 
‘pending  the  completion  of  negotiations  for  an  international  loan 
to  the  Austrian  Government’,  to  provide  it  with  funds  for  guarantee¬ 
ing  the  foreign  liabilities  of  the  Credit-Anstalt.  This  action,  while  it 
probably  saved  Austria,  in  the  nick  of  time,  from  complete  financial 
collapse,  contributed  its  quota  to  the  subsequent  difficulties  of  the 
London  market.  A  few  hours  previously  the  Austrian  Government 
had  been  forced  to  resign  over  the  question  of  guaranteeing  the 
Credit-Anstalt’ s  foreign  liabilities. 

The  new  Government,  aided  by  the  Bank  of  England  advance, 
guaranteed  not  only  the  liabilities  of  the  Credit-Anstalt  to  foreign 
creditors  (who  for  their  part  agreed  not  to  press  their  claims  for  a 
period  of  two  years),  but  also  all  sums  deposited  on  current  account 
with  the  bank,  together  with  savings  accounts.  Measures  were 
passed  enabling  the  Government  to  control  the  affairs  of  the  bank, 
whose  management  was  superseded.  Salaries  and  pensions  were 
reduced,  and  some  500  employees  dismissed.  Representatives  of 
foreign  creditors  took  part  in  the  reorganization. 

Meanwhile,  however,  the  centre  of  disturbance  had  shifted  to 
Germany.  The  Credit-Anstalt  had  been  heavily  indebted  to  foreign 
1  See  above,  p.  72,  and  below,  p.  319. 
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countries,  and  it  was  therefore  not  surprising  that  the  infection  of  its 
disorders  should  have  rapidly  spread.  The  total  foreign  obligations 
of  the  bank  were  reckoned  at  $76,000,000,  of  which  $27,000,000  was 
owing  to  Great  Britain,  and  $24,000,000  to  the  United  States,  the 
other  chief  creditor  countries  being,  in  fairly  equal  proportions, 
France,  Holland,  Switzerland  and  Germany.  But  it  was  not  the 
absolute  amounts  of  these  debts,  large  as  they  were,  that  mattered 
in  determining  the  progress  of  the  crisis.  An  individual  bank,  or 
the  banking  system  of  a  country  or  of  the  world  as  a  whole,  has  to 
remain  liquid  or  perish.  If  one  item  among  its  assets,  which  had  been 
regarded  as  liquid,  becomes  unrealizable  for  the  time  being,  it  must 
improve  its  proportion  of  liquidity  by  realizing  other  assets.  What 
happened  in  this  case  was  that  the  failure  of  the  CrecLit-Anstalt 
involved  a  complete  loss  of  confidence  in  Austrian  finance  and  there¬ 
fore  a  ‘standstill’  upon  all  banking  assets  held  in  Austria.  In  order 
to  cover  their  position,  banks  were  forced  to  encash  other  foreign 
balances,  and  this  movement,  financially  necessary,  was  encouraged 
and  enhanced  by  the  depletion  of  public  confidence  in  Central 
Europe.  If  Austria  had  failed,  who,  asked  international  investors, 
might  not  fail  next.  This  beggar-my-neighbour  struggle  to  maintain 
international  banking  liquidity,  as  one  country  after  another  ‘froze’ 
its  foreign  indebtedness,  played  an  essential  part  in  determining  the 
course  and  the  violence  of  the  1931  crisis. 

It  was  natural  that  the  attempt  to  liquidate  foreign  assets  should 
have  seized  upon  Germany  as  its  next  victim.  Her  financial  houses 
were  closely  associated  with  those  of  Austria  and  of  Hungary,  who 
was  also  meeting  with  economic  difficulties.  Unprecedented  sums 
had  been  invested  in  Germany  by  foreigners  within  the  space  of  a 
few  years,  both  at  short  term  and  at  long  term.  Her  obligation  to  pay 
Reparations,  at  a  time  when  commodity  prices  were  low  and  were 
still  falling,  and  when  the  inflow  of  capital  had  been  completely 
stopped,  caused  the  creditors  grave  uneasiness.  A  number  of  impor¬ 
tant  financial  failures,  including  that  of  the  Deutsche  Autoversicherungs 
A.  G.  of  Stuttgart,  most  of  whose  capital  was  held  in  Switzerland,  had 
already  occurred.  Heavy  sales  of  German  securities,  largely  on  United 
States  account,  began  in  May  and  continued  into  June.  Foreign 
short-term  capital  was  also  being  withdrawn,  but  there  was  no  sign 
at  that  period  of  any  ‘  flight  from  the  mark  ’  in  the  sense  of  purchases 
of  foreign  currencies  by  German  citizens.  In  spite  of  the  sale  of 
foreign  exchange  by  the  Reichsbank,  the  reichsmark  became  very 
weak  and  gold  was  exported.  In  the  first  week  of  June  the  Reichs¬ 
bank  lost  Rm.  180,000,000  (£9,000,000)  in  gold  and  devisen,  and  in 
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the  following  week  Rm.  540,000,000  (£27,000,000).  In  an  attempt  to 
stem  the  tide  by  imposing  strict  credit  conditions,  the  Reichsbank 
raised  its  discount  rate  from  5  to  7  per  cent.,  but  the  demand  for 
foreign  exchange  was,  if  anything,  accelerated.  It  is,  indeed,  an 
important  comment  upon  the  monetary  troubles  of  1931-2  that  in 
such  times,  when  possibilities  of  capital  loss  or  gain  far  outweigh 
considerations  of  the  rate  of  interest  earned,  the  ordinary  instrument 
of  discount  policy  is  not  merely  ineffective  but  may  well  have  the 
opposite  result  from  that  intended. 

Internal  political  troubles  also  played  their  part  in  the  German 
crisis.1  Foreign  creditors  were  being  awakened  to  the  dangers  of 
the  political  situation,  and  on  the  19th  and  20th  June  panic  reigned 
among  them.  In  a  day  and  a  half  the  Reichsbank  lost  Rm.  150,000,000 
of  its  gold  and  foreign  exchange,  and  the  cover  for  the  note  circulation 
— which  had  been  sharply  reduced — fell  almost  to  the  legal  minimum. 
In  a  last  desperate  attempt  to  control  credit,  private  discount  quota¬ 
tions  were  suspended,  but  unless  there  were  to  be  some  striking 
political  intervention  nothing  short  of  a  general  moratorium  on 
foreign  debts,  coupled  with  exchange  control,  could  have  saved  the 
German  financial  system  from  complete  collapse.  On  the  evening  of 
the  20th  June,  President  Hoover  proposed  a  year’s  moratorium 
on  all  inter-Governmental  debts  arising  out  of  the  War,  including 
Reparations. 

The  relief  with  which  that  proposal  was  received  in  Germany  was 
a  tribute  to  its  value  in  saving  the  whole  Central  European  credit 
system  from  imminent  collapse.  Panic  was  stayed  in  the  financial 
markets  of  Berlin  and  stock  could  be  taken  of  the  position.  In 
the  three  weeks  ended  the  23rd  June  the  Reichsbank  had  lost 
Rm.  979,000,000  from  its  gold  reserve  and  Rm.  93,000,000  from  its 
reserve  of  foreign  currencies.  Its  holding  of  bills  had  risen  by 
Rm.  534,000,000,  but  the  note  circulation  had  been  cut  down  by 
Rm.  573,000,000.  Unless  there  occurred  a  big  return  of  foreign 
balances — of  which  there  was  no  sign — the  Reichsbank’s  position 
was  very  weak,  in  view  of  the  possibility  of  heavy  demands  to  carry 
over  the  end  of  the  month.  In  these  circumstances,  a  credit  was 
arranged  jointly  with  the  Bank  for  International  Settlements,  the 
Bank  of  England,  the  Banque  de  France  and  the  Federal  Reserve 
Bank  of  New  York,  each  of  which  undertook  to  rediscount  the 
equivalent  of  $25,000,000  of  Reichsbank  bills.  It  is  significant  that 
this  $100,000,000  credit  was  originally  arranged  as  a  purely  temporary 
measure  to  obviate  excessive  strain  on  the  Reichsbank  from  end-of- 

1  See  above,  pp.  69-70. 
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the-month  demands,  and  was  due  to  expire  on  the  16th  July,  whereas 
circumstances  utterly  prevented  its  withdrawal,  none  being  repaid 
until  March  1932,  when  10  per  cent,  was  paid  off.  In  fact  the  credit 
was  rapidly  drawn  upon  and  the  Reichsbank  began  to  lose  exchange 
assets  again  before  the  end  of  dime.  The  delay  in  the  ratification  of 
the  Hoover  Plan — the  Laval-Mellon  conversations  did  not  reach  a 
successful  end  until  the  6th  July1 — was  spoiling  the  confidence  of 
foreign  investors  in  Germany. 

By  that  time  another  threat  to  Germany’s  economy  had  appeared. 
On  the  3rd  Julyit  became  known  that  the  N orddeutsche  W  ollkammerei 
(North  German  Wool  Combing  Corporation),  commonly  known  as 
the  Nordivolle,  one  of  the  largest  industrial  concerns  in  Germany, 
was  insolvent.  The  losses  were  reckoned  at  Rm.  255,000,000 
(£12,500,000)  against  share  capital  and  reserves  of  Rm.  77,500,000 
and  debts  of  Rm.  257,000,000.  Failure  was  attributed  largely  to 
the  bankruptcy  of  the  Dutch  subsidiary  Ultramare,  claims  against 
which  stood  on  the  books  of  the  Nordivolle  at  Rm.  74,000,000, 
though  they  were  probably  worthless  ;  originally ,  the  losses  of  both  the 
principal  and  the  subsidiary  companies  were  mainly  due  to  disastrous 
speculation  in  stock  exchange  securities.  The  interaction  of  failures  in 
the  stock  market,  in  industry  and  in  banking,  was  one  of  the  most  strik¬ 
ing  characteristics  of  the  1931  crisis.  English  banks  were  implicated 
in  the  Nordivolle  failure,  their  claims  totalling  Rm.  27,000,000 
(£1*3  million),  but  the  chief  creditors  were  the  Darmstadter  und 
NationalbanJc — commonly  called  the  Danat — and  the  Dresdner  Bank, 
which  were  owed  Rm.  35,000,000  and  Rm.  25,000,000  respectively. 
Other  large  creditors  were  the  Commerzbank  (Rm.  10,000,000),  the 
Deutsche  Bank  und  Diskontogesellschaft — the  so-called  ‘DD’  bank — 
(Rm.  9,000,000)  and  the  Schroeder-Bank  of  Bremen  (Rm.  9,000,000). 

This  failure  altered  the  character  of  the  German  foreign  exchange 
crisis.  Hitherto,  the  demand  for  gold  and  exchange  had  originated 
almost  exclusively  with  foreign  creditors  who  wished  to  repatriate 
their  funds  either  because  of  their  own  banking  difficulties  or  because 
they  were  losing  confidence  in  Germany  as  a  field  of  investment.  Now, 
when  big  German  banks  were  faced  with  heavy  losses,  the  German 
public  itself  began  to  lose  faith,  and  a  flight  from  the  mark  supervened. 
On  the  9th  and  10th  July  alone  the  Reichsbank  had  to  provide 
Rm.  100,000,000  of  exchange.  Dr.  Luther,  the  President  of  the 
Reichsbank,  travelled  with  frantic  haste  from  capital  to  capital, 
seeking  to  raise  a  new  loan,  but  in  vain.  His  very  zeal  perturbed  both 
foreign  investors  and  his  own  countrymen.  On  Monday,  the  13th 

1  See  above,  pp.  76-8. 
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July,  the  authorities  of  the  Bank  for  International  Settlements,  after 
conferring  with  Dr.  Luther,  issued  a  generally  worded  communique , 
offering  their  collaboration  with  the  Central  Banks  in  strengthening 
the  assistance  given  to  Germany  by  all  the  means  at  their  disposal. 

But  this  vague  offer  of  help  came  too  late.  On  that  same  day  the 
Danatbank,  one  of  the  German  ‘Big  Four’,  had  closed  its  doors. 
The  total  liabilities  of  the  bank  were  estimated  at  Rm.  1,500,000,000 
(£75,000,000),  of  which  about  Rm.  460,000,000  was  owed  abroad. 
From  the  date  in  1930  when  they  reached  a  maximum,  to  the  11th 
July,  1931,  the  Danatbank  had  lost  about  Rm.  1,000,000,000  of 
deposits,  most  of  them  on  foreign  account,  and  withdrawals  had 
lately  been  accelerated.  Its  losses  in  the  Nordwolle  collapse  have 
already  been  mentioned.  Undoubtedly  it  had  pursued,  under  the 
leadership  of  Dr.  Jacob  Goldschmidt,  a  somewhat  bolder  and  more 
speculative  investment  policy  than  its  fellows,  but  the  confidence 
placed  in  the  ability  and  integrity  of  Dr.  Goldschmidt  was  shown  by 
the  fact  that  both  in  the  provisional  reconstruction  scheme  put 
forward  in  August  1931,  and  in  the  scheme  for  amalgamation  with  the 
Dresdner  Bank  that  was  promulgated  in  February  1932,  his  direction 
was  retained,  despite  the  fact  that  when  the  failure  occurred  he 
suffered  a  great  deal  of  public  odium,  especially  among  the  anti- 
Semitic  factions.  When  the  Danatbank  closed  its  doors,  there  was 
an  instant  run  upon  banks  and  savings  banks,  and  had  it  not  been 
for  the  vigorous  intervention  of  the  Government  and  the  Reichsbank, 
disaster  must  surely  have  overtaken  them.  Payments  both  of  marks 
and  of  foreign  exchange  were  strictly  rationed.  On  the  14th  July  all 
German  banks  and  savings  banks  were  given  a  holiday  by  decree,  and 
the  stock  exchange  was  also  closed.  On  the  following  day  a  further 
decree  restricted  payments  by  the  banks,  for  the  space  of  three  days, 
to  sums  essential  for  wages,  unemployment  insurance,  municipal 
relief  and  taxes.  All  foreign  exchange  transactions  became  subject 
to  the  control  of  the  Reichsbank.  The  consent  of  the  Government  was 
obtained  for  a  reduction  of  the  note  cover  below  the  legal  minimum 
of  40  per  cent.,  with  the  agreement  of  the  General  Council  of  the 
Reichsbank ;  the  discount  rate  was  raised  from  7  to  10  per  cent,  and 
the  Lombard  rate  from  8  to  15  per  cent.  On  the  16th  July  the  banks 
reopened  under  these  conditions,  panic  having  subsided,  and  the 
next  day  the  Danat  resumed  business  subject  to  severe  restrictions ; 
it  had  been  granted  a  moratorium  on  its  debts  until  the  31st  July, 
when  its  deposits  were  to  be  guaranteed  by  the  Government.  The 
stock  exchange  was  not  reopened. 

Still  further  governmental  measures  had  to  be  taken  to  prevent 
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financial  breakdown  in  Germany  Decrees  of  the  18th  July  compelled 
German  holders  of  foreign  exchange  to  part  with  them  to  the 
Reichsbank  and  limited  withdrawals  from  the  banks  to  5  per  cent, 
of  deposits,  with  a  maximum  of  Rm.  20  from  savings  accounts  and 
Rm.  100  from  current  accounts.  On  the  21st  the  legal  maximum 
coin  circulation  was  raised  to  Rm.  30  per  caput  of  the  population,  that 
is,  to  about  Rm.  1,900,000,000,  against  an  actual  coin  circulation  at 
the  time  of  Rm.  1,068,000,000.  A  decree  of  the  27th  July  enforced 
the  registration  of  all  debts  to  foreigners  of  over  Rm.  500,000.  On 
the  31st  July  the  Reichsbank  discount  rate  was  raised  from  10  to  15 
per  cent,  and  the  Lombard  rate  from  15  to  20  per  cent.  These 
measures  were  accompanied  by  decrees  dealing  with  non-banking 
matters.  The  German  banks  were  also  taking  steps  for  their  own 
defence.  Forty-five  of  them  combined  to  form  a  central  clearing¬ 
house  ( U eberweisungsverband )  designed  to  obviate  too  rapid  a  drain 
upon  any  one  of  them.  On  the  25th  July  the  Reich  Government  and 
eleven  of  the  leading  banks  co-operated  in  forming  an  Acceptance 
and  Guarantee  Bank  to  provide  funds  for  banks  which  had  not  a 
sufficient  supply  of  eligible  bills  to  meet  abnormal  payments,  and 
to  take  over  the  State  guarantee  of  the  Danatbank’ s  deposits.  These 
endeavours  were  not  altogether  successful  in  preventing  a  further 
deterioration  of  the  banking  situation.  On  the  18th  July  the 
Bhenisch  Landesbank,  a  large  institution  having  total  assets  of  about 
Rm.  1,000,000,000,  failed  on  account  of  the  withdrawal  of  foreign 
credits  from  savings  banks  associated  with  it,  and  on  the  20th  July 
the  J.  F.  Schroeder-Bank  of  Bremen  put  up  its  shutters ;  the  latter 
concern,  w'hich  ascribed  its  failure  to  the  Nordwolle  collapse  and  to 
excessive  participation  in  ship-building  enterprise,  was  comparatively 
small  (its  losses  totalled  Rm.  43,000,000,  on  a  share  capital  of 
Rm.  30,000,000),  but  it  was  important  because  the  State  of  Bremen 
was  indirectly  implicated  in  its  misfortunes  and  played  an  expensive 
part  in  its  reconstruction.  In  spite  of  these  troubles,  restrictions  on 
banking  business  in  Germany  were  gradually  relaxed,  and  on  the 
5th  August  they  were  almost  completely  removed,  even  as  regarded 
the  unfortunate  Danat,  but  excepting  the  savings  banks,  which  were 
still  limited  to  paying  out  small  sums.  The  control  of  foreign  exchange 
dealings  by  the  Reichsbank  continued,  however,  and  was  being  used 
to  ration  imports  as  between  the  categories  of  more  and  less  necessary 
commodities. 

The  Fate  that  rules  over  the  monetary  world  had  had  its  sport  with 
Germany.  Now  it  turned  its  distressing  attentions  to  Great  Britain. 
It  was  natural  that  the  German  difficulties  should  have  exercised  a 
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big  effect  elsewhere.  Hungary,  whose  affairs  had  been  uneasy  for 
some  time,  succumbed  at  once,  and  both  Bourse  and  banks  had  to 
be  closed,  the  latter  reopening  after  a  few  days  under  restrictions 
similar  to  those  imposed  in  Germany.  In  Austria  the  Mercurbank 
of  Vienna,  the  great  majority  of  whose  shares  were  held  by  the  Danat- 
bank,  and  one  or  two  other  concerns  closed  their  doors.  The  Austrian 
bank  rate  was  raised  from  1\  per  cent,  to  10  per  cent,  on  the  22nd  July. 
But  the  centre  of  the  trouble  was  now  London.  On  the  15th  July  the 
coming  crisis  was  heralded  by  the  withdrawal  of  £3,000,000  of  gold 
from  the  Bank  of  England,  followed  by  over  £5,000.000  the  next  day. 
During  the  subsequent  fortnight,  that  is  to  say  up  to  the  end  of 
July,  the  Bank’s  gold  losses  averaged  nearly  £2,500,000  a  day,  though 
the  daily  amounts  fluctuated  considerably.  The  causes  of  the  British 
financial  crisis  are  analysed  in  detail  later.  Here  it  is  sufficient  to 
mention  three  main  causes  of  pressure  upon  London,  though  in  what 
proportion  each  was  responsible  it  is  impossible  to  gauge  accurately. 
The  first,  and  perhaps  the  most  important,  was  what  had  unfortu¬ 
nately  become  a  normal  seasonal  attraction  of  funds  to  Paris.  In  the 
four  months  June  to  September  1929,  when  there  had  been  no 
Central  European  banking  crisis  and  no  peculiar  political  difficulties 
at  home,  the  Bank  of  England  lost  £33,000,000  of  gold;  in  1930  the 
drain  came  earlier  and  was  not  so  severe,  but  from  May  to  July 
£11,000,000  of  gold  was  lost.  In  the  summer  the  operations  of  the 
French  Treasury  and  the  Caisse  d’ Amortissement  invariably  deprived 
the  Paris  market  of  funds,  which  were  made  up  by  repatriation  of 
foreign  balances.  Undoubtedly  in  1931  this  movement  was  accelerated 
and  enlarged  by  the  events  in  Germany,  Austria  and  Hungary. 
French  houses  had  not  been  very  large  lenders  to  those  countries, 
but  they  were  certainly  affected  by  the  general  apprehension  regard¬ 
ing  foreign  investments,  as  well  as  by  the  necessity  to  cover  their 
actual  or  potential  losses.  The  cessation  of  War  Debt  payments  to 
Great  Britain,  transmitted  from  Germany  via  France,  would  also 
have  tended  sooner  or  later  to  restrict  the  volume  of  available  funds 
in  Paris,  and  to  draw  back  money  from  London.  On  top  of  this 
there  was  admittedly  some  suspicion  of  Great  Britain  as  a  safe 
repository.  The  report  of  the  Macmillan  Committee  on  Finance  and 
Industry,  published  on  the  13th  July,  gave  a  pessimistic  picture  of 
the  financial  strength  of  London  in  respect  of  foreign  obligations  at 
short  term,  and  though  the  reports  of  the  Economy  Committee  and 
of  the  Royal  Commission  on  Unemployment  Insurance,  which 
emphasized  the  unsoundness  of  certain  aspects  of  governmental 
finance,  had  not  yet  been  published,  the  general  tenor  of  their  com- 
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ments  was  already  known.  However,  it  appears  unlikely  that  up  to 
the  end  of  July  these  warnings  were  of  critical  importance  in  deter¬ 
mining  the  course  of  monetary  events,  though  they  undoubtedly 
were  so  after  they  had  formed  the  basis  of  demands  by  the  press  for 
the  resignation  of  the  Government  or  the  application  of  drastic 
economies. 

Whatever  the  explanation,  the  gold  drain  continued  for  more  than 
a  fortnight,  in  spite  of  the  increase  of  the  bank  rate  from  2J  to  3|  per 
cent,  on  the  23rd  July  and  to  4|  per  cent,  a  week  later.  Unpleasant 
as  the  decision  was,  help  had  to  be  sought  from  less  vulnerable 
centres.  On  the  1st  August  the  Bank  of  England  issued  the  following 
announcement : 

The  Bank  of  France  and  the  Federal  Reserve  Bank  of  New  York 
have  each  placed  at  the  disposal  of  the  Bank  of  England  a  credit  in 
their  respective  currencies  for  the  equivalent  of  £25,000,000,  making 
a  total  equivalent  of  £50,000,000.  On  the  application  of  the  Bank  of 
England,  the  Treasury  has  issued  a  minute  in  accordance  with  the 
procedure  laid  down  in  the  Currency  and  Bank  Notes  Act,  1928, 
authorizing  an  increase  of  £15,000,000  in  the  fiduciary  note  issue  for 
a  period  of  three  weeks,  thus  raising  the  total  of  the  authorized  issue 
to  £275,000,000. 

The  increase  of  the  fiduciary  issue  was  afterwards  prolonged  and 
at  the  time  of  writing  was  still  in  force.  This  announcement  immedi¬ 
ately  allayed  uneasiness ;  the  exchanges  improved  and  in  the  week 
ended  the  5th  August  the  Bank  actually  gained  £1,500,000  of  gold. 
For  the  moment  there  was  a  lull  in  the  storm. 

Germany’s  position  was  now  somewhat  more  settled.  A  committee 
of  experts  had  successfully  agreed  upon  the  detailed  terms  of  the 
Hoover  Moratorium ;  the  Seven  Power  Conference,1  held  in  London 
from  the  21st  to  the  23rd  July  to  consider  the  possibility  of  satisfying 
Germany’s  credit  needs,  decided  on  no  immediate  line  of  action,  but 
as  a  result  of  its  recommendations  the  $100,000,000  credit  of  the 
Reichsbank  was  renewed,  representatives  of  foreign  banking  creditors 
met  to  consider  the  prolongation  of  Germany’s  short-term  obliga¬ 
tions,2  and  an  expert  committee  was  summoned  at  Basle,  under 
the  auspices  of  the  Bank  for  International  Settlements,  to  take  up  the 
consideration  of  Germany’s  credit  needs  at  the  point  at  which  the 
Seven  Power  Conference  had  left  off.3  The  Basle  (Layton-Wiggin) 
Report  was  published  on  the  18th  August,  and  was  immediately 
followed  by  the  initialling  of  a  ‘  Standstill  ’  ( Stillhalte )  Agreement  by 
the  bankers’  representatives.  The  general  conclusions  of  the  Basle 

1  See  pp.  87-90,  above.  2  See  p.  91,  above. 

3  See  pp.  98  and  99-100,  above. 
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Committee,  after  they  had  carefully  analysed  the  German  economic 
situation,  were,  first, 

that  in  order  to  ensure  the  financial  stability  of  Germany,  any  additional 
credits  provided  should  be  in  the  form  of  a  long-term  loan  and  that  such 
parts  of  the  existing  short-term  debt  as  may  suitably  be  treated  in  this 
way  should  be  converted  into  long-term  obligations. 

and,  second,  that  there  was  no  possibility  of  restoring  the  confidence 
of  investors  in  Germany’s  economic  stability  until  political  distrust 
had  been  removed  and,  in  particular,  until  the  Reparations  Question 
had  been  settled.  The  Committee  emphasized  the  urgency  of  this  task. 

We  think  it  essential  that,  before  the  period  of  prolongation  of 
credits  recommended  by  the  London  Conference  comes  to  an  end,  they 
(the  Governments  of  the  world)  should  give  to  the  world  the  assurance 
that  international  political  relations  are  established  on  a  basis  of  mutual 
confidence,  Avhich  is  the  sine  qua  non  of  economic  recovery,  and  that  the 
international  payments  to  be  made  by  Germany  will  not  be  such  as  to 
imperil  the  maintenance  of  her  financial  stability. 

In  other  words,  the  economists  handed  the  problem  back  to  the 
politicians.  As  their  conclusions  were  received  with  disappointment 
in  Berlin  and  with  barely  concealed  resentment  in  Paris,  it  is  reason¬ 
able  to  assume  that  they  were  fundamentally  right. 

The  Standstill  Agreement  provided  for  a  six-months  prolongation 
(i.e.  until  the  29th  February,  1932)  of  all  banking  credits  in  Germany 
expressed  in  terms  of  foreign  currencies,  on  condition  that  the 
Reichsbank  rediscount  credit  from  the  Central  Banks  was  renewed. 
In  compensation  for  this  ban  on  withdrawals,  the  creditors  received 
additional  security  through  the  association  of  the  ultimate  debtor 
with  the  obligation  of  the  intermediary  German  bank,  and  through  the 
agreement  of  the  Goldcliskontbank  to  guarantee  certain  of  the  credits. 
It  is  important  to  note  that  these  terms  did  not  apply  to  all  Germany’s 
short-term  debt.  Seasonal  crop-moving  credits,  for  instance,  and 
credits  extended  by  non-banking  investors,  such  as  commercial  or 
industrial  firms,  were  excluded.  Banking  obligations  expressed  in 
terms  of  reichsmarks  were  subject  to  special  conditions ;  25  per 
cent,  thereof  were  to  be  open  to  transfer  at  once,  the  remainder 
becoming  transferable  at  the  rate  of  15  per  cent,  per  month.  The 
escape  of  certain  categories  of  foreign  credits  in  Germany  from  the 
standstill  arrangement  was  responsible  for  much  of  the  pressure  upon 
the  German  exchange  in  the  subsequent  six  months. 

Political  apprehensions  had  meanwhile  been  much  relieved  by 
the  defeat,  in  the  Prussian  referendum,  of  the  Nationalists  and  Com¬ 
munists,  who  combined  in  an  attempt  to  dissolve  the  Landtag.1  The 

1  See  p.  99,  above. 
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Reichsbank  reduced  its  discount  rate,  and  managed  to  accumulate 
foreign  exchange.  The  opportunity  was  also  taken,  during  the  lull 
in  early  August,  to  reorganize  the  Schroeder-Bank  of  Bremen  and  to 
bring  forward  a  scheme  for  the  reconstruction  of  the  Danatbank. 
The  Reich  Government  further  announced  that  they  had  taken  over 
Rm.  300,000,000  of  preferred  shares  of  the  Dresdner  Bank,  which  had 
been  the  second  largest  creditor  of  the  Nordwolle,  in  exchange  for 
Treasury  certificates,  the  directorate  being  reorganized  at  the  same 
time.  In  Austria  the  Mercurbank  was  enabled  to  carry  on  with  the  aid 
of  an  advance  from  a  banking  syndicate  guaranteed  by  the  Danatbank. 

But  outside  Germany  and  Austria,  which  pass  at  this  stage  out 
of  the  centre  of  the  picture,  conditions  were  still  deteriorating. 
Rumania  underwent  a  credit  crisis  precisely  similar  in  its  main 
features  to  those  of  Germany  and  Austria.  In  July  the  Banque 
Generate  du  Pays  Roumain  failed,  followed  in  mid- August  by  the 
Banque  L.  Bercovitz,  a  large  concern  with  capital  and  reserves 
approaching  200,000,000  lei  (£250,000).  Heavy  runs  on  the  banks 
were  only  stayed  by  the  intervention  of  the  Government ;  from  the 
beginning  of  July  to  the  middle  of  August  the  five  principal  Bucarest 
banks  lost  over  3,000,000,000  lei  of  deposits  (£3,750,000).  Public 
hoarding  and  the  withdrawal  of  foreign  credits  were  jointly  respon¬ 
sible,  500,000,000  lei  of  foreign  money  being  withdrawn  and  the  note 
circulation  increasing  by  2,500,000,000.  The  discount  portfolio  of  the 
National  Bank  rose  from  7,200,000,000  to  11,700,000,000  lei.  The 
defensive  measures  included  the  creation  of  a  banking  consortium 
for  the  purpose  of  providing  bills  to  be  rediscounted  at  the  National 
Bank,  and  the  transfer  of  a  large  block  of  Steaua  Romana  (petrol) 
shares  to  the  Government  in  exchange  for  a  State  obligation. 

Hungary  was  also  in  difficulties.  In  1924  her  finances  were  restored 
to  health  under  the  League  of  Nations  Reconstruction  Scheme,1 
and  for  five  years  she  maintained  her  Budget  in  equilibrium.  In 
1930-1,  however,  largely  because  her  agricultural  industry  was  very 
badly  hit  by  the  world  depression,  a  deficit  of  about  £6,000,000  was 
incurred.  This  not  only  embarrassed  her  internal  banking  system, 
which  was  not  too  well  adapted  to  her  circumstances,  but  also  injured 
the  confidence  of  foreign  investors.  The  National  Bank  had  to  meet, 
in  the  first  half  of  1931,  an  exchange  deficit  of  over  £8,000,000,  which 
it  did  by  depleting  its  reserves  of  gold  and  devisen  and  by  using  a 
rediscount  credit  of  £5,000,000  advanced  by  the  Bank  for  Inter¬ 
national  Settlements.  Public  confidence  was  further  injured  by  the 

1  See  the  Survey  for  1924,  Part  II  B,  section  (iv);  and  the  Survey  for  1926, 
Part  II  B,  section  (v). 
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difficulties  of  the  General  Creditbank  and  by  the  delay  in  placing  a 
loan  of  £4,000,000-6,000,000  which  the  Government  urgently  needed  to 
meet  current  expenditure.  In  the  end  £3,500,000  (out  of  a  total  of 
£5,000,000)  of  one  year  Treasury  bonds  were  placed  abroad  in  August ; 
the  greater  part,  £2,850,000,  was  taken  up  by  a  French  banking 
syndicate,  no  British  or  American  subscriptions  being  forthcoming. 
Meanwhile,  however,  a  crisis  had  been  precipitated  by  the  Danat 
failure  and  the  restrictions  upon  the  German  banks.  On  the  14th  July 
the  Government  declared  a  three  days’  bank  holiday,  and  the  stock 
exchange  was  also  closed  for  an  indefinite  period.  Two  days  later  a 
decree  was  issued  restricting  dealings  in  foreign  exchange  and 
establishing  a  partial  moratorium  on  foreign  obligations.  The 
reopening  of  the  banks  caused  no  difficulty,  as  the  Government 
had  decreed  that  all  banking  deposits,  claims  and  debts  in  pengo 
should  be  guaranteed  to  their  full  gold  value.  Count  Bethlen  having 
resigned  office,1  although  possessing  the  confidence  of  Parliament, 
the  new  Government  under  Count  Karolyi  undertook  a  series  of 
financial  reforms  with  the  aim  of  balancing  the  Budget,  but  mean¬ 
while  Hungary  had  virtually  isolated  her  economy  from  the  rest  of 
the  world. 

It  was  natural  that  these  European  troubles  should  have  reacted 
upon  London,  which  had  liberally — perhaps  too  liberally — financed 
the  economic  reconstruction  of  Central  and  Eastern  Europe.  Not 
only  did  London  find  its  own  foreign  assets  largely  immobilized, 
though  nominally  withdrawable  at  short  notice ;  other  countries  in 
a  like  pass  resorted  to  London  as  the  chief  European  market  in  which 
they  could  liquefy  their  assets.  And  there  were  special  reasons  why 
they  concentrated  attention  upon  London.  Doubts  wrere  growing  as 
to  the  soundness  of  the  British  financial  position.  A  Socialist  Govern¬ 
ment  were  in  office,  though  they  had  done  little  to  implement  their 
creed  beyond  exercising  their  natural  predilection  for  direct  taxation. 
The  necessity  of  appealing  for  assistance  to  foreign  Central  Banks  at 
the  end  of  July  had  betrayed  the  weakness  of  the  international 
financial  balance,  and  the  reports  of  the  Economy  Committee,  the 
Unemployment  Commission  and  the  Committee  on  Finance  and 
Industry  had  cumulatively  affected  the  public  estimation  of  London, 
both  at  home  and  abroad.  Le  Temps,  commenting  on  the  raising  of 
the  foreign  credits  for  the  Bank  of  England,  which  coincided  with 
the  publication  of  the  Economy  Report,  said  that  they  could 

in  no  way  dispense  the  British  Government  and  Parliament  from 

putting  an  end  to  the  disorder  in  their  public  finances,  which  will  give 

1  See  pp.  100-1,  above. 
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rise,  if  it  be  allowed  to  continue,  to  a  different  kind  of  monetary  peril, 
as  serious  as  that  resulting  from  the  German  crisis. 

The  Treasury  was  negotiating  for  a  further  international  loan  in 
defence  of  the  pound,  but  it  was  clear  that  such  a  thing  was  out  of  the 
question  until  some  at  least  of  the  principal  recommendations  for 
public  economy  had  been  adopted.  Money  left  the  country  day  by  day, 
confidence  being  far  from  encouraged  by  the  fact  that  the  Paris  and  New 
York  exchanges  were  obviously  being  pegged.  That  could  only  have 
been  done  by  use  of  the  Bank’s  £50,000,000  discount  credits,  the  Bank’s 
own  reserves  of  devisen  being  plainly  inadequate,  and  on  the  23rd 
August  The  Times  disclosed  that  they  were  almost  exhausted.  The 
Cabinet  could  debate  and  delay  no  longer.  They  resigned  on  the 
following  day  and  the  first  Coalition  Government  of  the  year  was 
formed.1 

The  drain  of  funds  from  London  was  at  once  diminished,  but  the 
position  had  become  insecure  and  further  support  was  necessary.  On 
the  28th  August  the  Treasury  issued  the  following  announcement : 

For  the  purpose  of  strengthening  still  further  the  exchange  position 
of  sterling,  negotiations  have  been  in  progress  with  financial  authorities 
in  New  York  and  Paris.  They  have  been  concluded  on  the  following 
basis : 

In  the  case  of  America,  the  arrangement  is  that  a  financial  group 
undertakes,  if  called  upon,  to  take  up  British  Government  dollar 
treasury  bills  to  a  total  not  exceeding  $200,000,000.  In  the  case  of 
France,  agreement  in  principle  has  been  reached  with  a  view  to  making 
available  5,000,000,000  francs,  partly  in  the  form  of  a  credit  from 
French  banks,  and  partly  by  an  issue  of  British  franc  bills  to  the  French 
public.  The  sum  to  be  borrowed  in  each  centre  will  be  for  the  term  of 
a  year.  The  negotiations  have  been  conducted  in  the  most  cordial 
spirit,  and  the  greatest  assistance  has  been  received  from  the  French 
Ministry  of  Finance,  the  Bank  of  France,  and  the  various  authorities 
in  America. 

In  New  York  the  advance  took  the  form  of  an  open  credit,  the  rate 
of  interest  to  be  4J  per  cent,  on  the  amount  drawn  plus  per  cent, 
commission  on  the  whole.  In  Paris,  an  overdraft  to  the  extent  of 
2,500,000,000  francs  was  granted  by  the  Bank  of  France  on  the 
same  terms,  franc  bills  being  deposited  as  collateral ;  the  remaining 
2,500,000,000  was  raised  by  British  franc  bills  issued  to  the  public 
at  4^  per  cent,  discount,  the  borrower  to  pay  tax  and  other  charges 
equivalent  to  at  least  1^  per  cent.  It  is  important  to  note  that  whereas 
the  earlier  £50,000,000  was  lent  to  the  Bank  of  England,  the  national 
Exchequer  was  the  later  borrower. 

This  measure,  combined  with  the  establishment  of  an  all-party 
1  See  pp.  98  and  108,  above. 
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coalition,  and  with  the  revised  Budget  presented  by  Mr.  Snowden  on 
the  10th  September,1  which  aimed  at  balancing  the  national  accounts 
by  the  end  of  the  fiscal  year,  were  generally  believed  to  have  saved 
London  from  further  danger.  But  the  respite  was  short.  Abroad 
there  was  no  sign  of  economic  improvement.  Unemployment  in 
Germany  continued  to  grow,  especially  in  agriculture,  which  had 
been  particularly  hardly  hit,  not  only  by  the  fall  of  world  prices, 
but  also  by  the  credit  stringency.  When  the  Berlin  stock  exchange 
reopened  on  the  3rd  September,  after  nearly  two  months’  vacation, 
security  prices  were  about  25  per  cent,  lower  on  the  average  than 
before  the  Danat  crisis,  and  although  public  buying  held  up  the 
market  for  a  while  there  was  a  further  collapse  on  the  14th  September. 
Bank  shares  were  particularly  weak,  especially  those  of  the  Dresdner 
Bank,  which  had  compromised  its  equity  by  selling  preference  shares 
to  the  Government.  Another  disturbing  event  was  the  first  default 
on  a  post-war  long-term  loan  in  Germany — an  issue  of  £1,000,000 
raised  by  the  Bank  f Hr  Textilindustrie  in  1925.  These  German  diffi¬ 
culties  were  now  having  a  very  bad  effect  on  the  Amsterdam  market. 
Considering  the  size  of  that  market,  its  investments  in  Germany 
were  very  large.  Its  short-term  investments  had  been  prac¬ 
tically  immobilized  by  the  Standstill  Agreement  and  the  restrictions 
on  German  banking  and  exchange,  and  now  its  long-term  holdings 
were  heavily  depreciated.  In  spite  of  the  soundness  of  the  Dutch 
banks  and  the  apparent  confidence  of  the  public,  the  market  was 
subjected  to  heavy  liquidations,  emanating  partly  from  the  Nether¬ 
lands  East  Indies,  which  had  been  especially  badly  hit  by  the  com¬ 
modity  slump,  and  partly  from  Switzerland,  which  had  been  even 
more  badly  served  than  Amsterdam  by  the  German  difficulties.  Part 
of  the  pressure  was  also  ascribed  to  the  manipulations  of  an  inter¬ 
national  group  of  bear  operators,  who  paid  special  attention  to 
Kreuger  and  Toll  interests.  Among  the  leading  securities  listed  at 
Amsterdam,  Unilever  fell  by  17  per  cent,  between  the  14th  August 
and  the  15th  September,  Dutch  Ford  by  20  per  cent.,  Amsterdam 
Bank  by  19  per  cent.,  Netherlands  Trading  Society  by  28  per  cent., 
and  Kreuger  and  Toll  by  nearly  40  per  cent.  The  Amsterdam  houses, 
rushing  to  cover  the  paper  losses  thus  established,  drew  heavily  on 
their  sterling  balances. 

The  weakness  of  continental  Bourses  first  appeared  plainly  on  the 
15th  September,  and  on  the  same  day  the  British  Admiralty 
announced  that  the  promulgation  of  pay  cuts  had  caused  certain 
‘unrest  ’  in  the  navy.2  This  incident  would  not,  perhaps,  have  excited 
1  See  p.  109,  above.  2  See  pp.  109-10,  above. 
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much  attention  among  financiers  in  normal  times,  but  in  the  exist¬ 
ing  state  of  public  distrust  it  was  exaggerated  by  continental  news¬ 
papers  into  a  substantial  mutiny,  and  caused  a  minor  financial 
panic.  Throughout  that  week  the  sterling  exchange  had  to  be  artifici¬ 
ally  supported,  the  Treasury  credits  being  heavily  drawn  upon  for  the 
purpose.  On  the  1 6th  September,  British  Government  stocks  were 
heavily  sold,  and  the  pressure  grew  worse  towards  the  end  of  the 
week.  On  the  Friday,  when  there  was  a  bad  stock  slump  both  on  the 
Continent  and  in  New  York,  the  day’s  drain  on  the  Treasury  credits 
was  reported  to  be  £18,000,000.  The  Treasury  was  consulting  with 
American  and  French  authorities  with  a  view  to  raising  further 
credits,  but  the  replies,  though  friendly,  as  Mr.  Snowden  recounted 
later,  ‘afforded  no  prospect  of  assistance  on  the  scale  that  was  by  that 
time  obviously  necessary’.  After  consultation  between  the  Prime 
Minister  and  representatives  of  the  Bank  of  England,  it  was  therefore 
decided  that  the  Gold  Standard  must  be  suspended  if  market 
developments  proved  unfavourable  on  the  following  day.  They  were 
indeed  most  unfavourable,  gilt-edged  stocks  being  liquidated  on  a 
large  scale  under  pressure  from  Amsterdam  and  New  York.  The 
Bank  of  England  reported  that  the  credits  were  practically  exhausted. 
On  Monday,  the  21st  September,  Great  Britain  went  off  the  Gold 
Standard. 

The  Treasury  announcement,  issued  the  previous  evening,  may  be 
left  to  speak  for  itself. 

His  Majesty’s  Government  have  decided,  after  consultation  with  the 
Bank  of  England,  that  it  has  become  necessary  to  suspend  for  the  time 
being  the  operation  of  Sub-section  (2)  of  Section  1  of  the  Gold  Standard 
Act  of  1925,  which  requires  the  Bank  to  sell  gold  at  a  fixed  price.  A 
Bill  for  this  purpose  will  be  introduced  immediately,  and  it  is  the 
intention  of  His  Majesty’s  Government  to  ask  Parham ent  to  pass  it 
through  all  its  stages  on  Monday,  September  21st.  In  the  meantime  the 
Bank  of  England  have  been  authorized  to  proceed  accordingly  in 
anticipation  of  the  action  of  Parliament. 

The  reasons  which  have  led  to  this  decision  are  as  follows :  Since  the 
middle  of  July  funds  amounting  to  more  than  £200,000,000  have  been 
withdrawn  from  the  London  market.  The  withdrawals  have  been  met 
partly  from  gold  and  foreign  currency  held  by  the  Bank  of  England, 
partly  from  the  proceeds  of  a  credit  of  £50,000,000  which  shortly 
matures,  secured  by  the  Bank  of  England  from  New  York  and  Paris, 
and  partly  from  the  proceeds  of  the  French  and  American  credits, 
amounting  to  £80,000,000,  recently  obtained  by  the  Government. 
During  the  last  few  days  the  withdrawals  of  foreign  balances  have 
accelerated  so  sharply  that  His  Majesty’s  Government  have  felt  bound 
to  take  the  decision  mentioned  above.  .  .  . 

His  Majesty’s  Government  have  no  reason  to  believe  that  the  present 
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difficulties  are  due  to  any  substantial  extent  to  the  export  of  capital 
by  British  nationals.  Undoubtedly  the  bulk  of  the  withdrawals  have 
been  for  foreign  account.  .  .  . 

His  Majesty’s  Government  have  arrived  at  this  decision  with  the 
greatest  reluctance.  But  during  the  last  few  days  the  international 
financial  markets  have  become  demoralized,  and  have  been  liquidating 
their  sterling  assets  regardless  of  their  intrinsic  worth.  In  the  circum¬ 
stances  there  was  no  alternative  but  to  protect  the  financial  position  of 
this  country  by  the  only  means  at  our  disposal. 

On  the  same  date  bank  rate  was  raised  from  4|  per  cent,  to  6  per 
cent.,  and  the  London  stock  exchange  was  closed  for  two  days, 
though  the  banks  remained  open  and  internal  business  was  con¬ 
ducted  without  restriction  and  without  signs  of  panic.  The  next  day 
the  Treasury  made  the  following  order  under  a  new  permissive  Act 
which  had  already  passed  all  its  stages. 

Until  further  notice  purchases  of  foreign  exchange  or  transfer  of 
funds  with  the  object  of  acquiring  such  exchange  directly  or  indirectly 
by  British  subjects  or  persons  resident  in  the  United  Kingdom  shall  be 
prohibited  except  for  the  purpose  of  financing  (1)  normal  trading 
requirements;  (2)  contracts  existing  before  September  21,  1931; 
(3)  reasonable  travelling  or  other  personal  purposes. 

This  prohibition  was  rescinded  on  the  2nd  March,  1932. 

It  was  inevitable,  in  the  circumstances  of  the  day,  that  the 
maintenance  of  the  Gold  Standard  should  have  become  the  centre 
of  political  controversy  in  Great  Britain.  A  bewildered  electorate 
received  at  different  times,  though  from  the  same  quarter,  warnings 
of  certain  disaster  should  the  country  be  forced  off  gold,  and  promises 
of  the  trade  benefits  which  exchange  depreciation,  once  accomplished, 
would  as  surely  yield.  As  for  the  reasons  why,  in  the  end,  the  hand 
of  the  authorities  was  forced,  a  score  or  more  were  popularly  ad¬ 
duced — Socialism,  a  ‘bankers’  ramp’,  the  adverse  balance  of  trade, 
‘borrowing  short  to  lend  long’,  the  Budget  deficit,  the  malicious 
spite  of  France,  tariffs  abroad,  the  want  of  tariffs  at  home.  It  is, 
therefore,  all  the  more  important  to  try  to  sift  the  facts  from  the 
polemics  and  to  present  in  due  proportion  those  which  genuinely 
bear  on  the  British  relinquishment  of  the  Gold  Standard. 

The  most  obvious  of  the  causes  popularly  claimed  for  that  event 
was  the  ‘adverse’  balance  of  trade.  If,  it  was  argued,  a  country 
continues  to  buy  while  failing  to  sell,  of  course  it  must  make  up  the 
deficit  in  gold  and  so  suffer  the  breakdown  of  its  currency  standard. 
But  it  is  well  to  remember  the  figures  and  the  proportions  involved. 
For  many  years,  through  good  and  bad  times,  before  and  after  the 
War,  Great  Britain  had  a  large  debit  balance  on  her  commodity 
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trade ;  that  was  merely  the  reward  of  her  great  creditor  position 
and  of  her  income  from  services  of  all  kinds.  In  1928,  when  business 
was  good  and  the  Bank  of  England  actually  gained  gold,  the  in¬ 
ward  balance  of  commodity  trade  was  £352,000,000,  which  (according 
to  the  estimates  of  the  Board  of  Trade)  was  converted  by  interest 
earned  abroad  and  by  other  ‘  invisible  ’  items  into  a  net  credit  balance 
of  £117,000,000.  In  1931  the  debit  balance  of  trade  had  been  enlarged 
by  £59,000,000  to  £411,000,000,  and  the  final  balance  had  been 
diminished  by  £227,000,000,  and  so  changed  into  an  estimated  debit 
of  £110,000,000.  This  fall  was  partly  compensated  (and  the  fall  in 
the  commodity  balance  more  than  outweighed)  by  the  decline  in 
the  volume  of  new  capital  issues  for  oversea  parts,  which  totalled 
£143,000,000  in  1928  and  only  £46,000,000  in  1931.  Moreover, 
£130,000,000  of  the  trading  deficit  was  incurred  in  the  last  quarter 
of  the  year,  when  the  Gold  Standard  had  already  been  abandoned. 
The  net  change  from  even  a  prosperous  year  like  1928  thus  represented 
only  a  fraction  of  the  actual  drain  of  money  in  the  summer  of  1931, 
which  attained  a  rate  of  £200,000,000  in  two  months.  The  care  with 
which  balance  of  trade  figures  should  be  used  as  a  direct  explanation 
of  Great  Britain’s  difficulties  is  further  illustrated  in  the  following 
table  comparing  her  position  with  that  of  other  great  commercial 
countries. 


Balances  of  Commodity  Trade.  First  Nine  Months  of  each  Year. 

(In  £  millions.) 


Year. 

Net  Imports. 

Exports. 

Balance. 

United  Kingdom 

1930 

717 

441 

-276 

1931 

573 

292 

-281 

U.S.A.  . 

1930 

509 

597 

+  88 

1931 

332 

371 

+  39 

France 

1930 

316 

263 

-53 

1931 

269 

189 

-80 

Italy 

1930 

141 

98 

—  43 

1931 

99 

80 

-19 

Germany  . 

1930 

398 

421 

+  23 

1931 

256 

338 

+  82 

These  figures  show  plainly  that  whereas  the  net  balance  of  Great 
Britain  was  almost  unchanged  between  1930  and  1931,  France  and 
the  United  States  both  suffered  a  much  greater  loss  of  export  trade 
than  of  import  trade,  while  Italy  and  Germany,  who  improved  their 
position,  did  so  only  by  dint  of  enormously  reducing  their  imports. 

Q 
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Financial  movements,  then,  were  much  more  important  im¬ 
mediately  than  changes  in  commodity  trade.  As  the  supposed  cause 
of  the  financial  strain,  the  conduct  of  the  public  finances  has  received 
most  attention  since  it  received  the  broadest  publicity.  Here,  again, 
it  is  well  to  remember  that  other  countries  were  in  as  had  or  worse 
condition.  The  May  Committee  on  Public  Economy,  whose  report 
was  published  at  a  critical  moment  at  the  beginning  of  August  1931, 
reckoned  that  on  the  basis  of  actual  expenditure  the  real  deficit  in 
1932-3  would  be  £119,000,000.  This  figure,  however,  included  a 
‘normal  provision’,  i.e.  over  £50,000,000  a  year,  for  the  redemption 
of  debt,  and  was  based  on  a  system  of  financial  practice  far  stricter 
than  that  actually  in  force.  In  France,  on  a  Budget  about  two -fifths 
the  size  of  the  British  Budget,  a  deficit  of  some  £20,000,000  was 
established  in  1930-1,  and  it  was  reckoned  that,  but  for  special 
economies  and  additional  taxation,  she  would  have  incurred  a  further 
deficit  of  some  £40,000,000  in  1931-2.  The  actual  deficit  in  the 
United  States  in  1930-1  was  £186,000,000  (£106,000,000  allowing  for 
sinking  fund),  and  the  deficit  for  1931-2  was  estimated  at  that 
time  at  over  £400,000,000,  and  ultimately  proved  much  larger  still. 
But  perhaps  the  best  commentary  on  the  role  of  the  British  Budget 
deficit  in  the  development  of  the  currency  crisis  is  the  fact  that  the 
suspension  of  the  Gold  Standard  took  place,  under  the  coercion  of 
a  larger  drain  of  funds  than  ever,  a  fortnight  after  the  Budget  had 
been  prospectively  balanced  at  the  second  attempt. 

When  that  is  said,  however,  it  must  be  agreed  that,  not  least 
because  of  the  emphasis  laid  upon  them  for  political  reasons  by  the 
British  press,  the  decline  of  foreign  trade  and  the  unbalanced  Budget 
(especially  the  huge  deficit  on  the  Unemployment  Insurance  Fund) — 
painted,  as  it  was,  by  the  May  Report,  in  the  blackest  colours  at  a 
moment  when  public  sentiment  was  at  its  most  nervous — both 
played  a  part  in  initiating  the  drain  of  foreign  funds  from  London, 
which  was  the  direct  cause  of  the  defeat  of  the  Gold  Standard. 
Foreign  investors,  compelled  to  withdraw  some  at  least  of  their  funds 
from  abroad,  and  plagued  by  a  general  uneasiness  concerning  world 
financial  conditions,  became  doubly  uneasy  about  their  sterling 
balances.  And  once  the  impression  spread  that  Great  Britain  might 
be  forced  to  abandon  the  Gold  Standard,  no  normal  expedient, 
whether  political  or  financial,  could  have  prevented  foreign  investors 
from  seeking  to  rescue  their  money  from  London  before  it  was  too 
late.  A  word  may  be  said  here  in  comment  upon  the  accusation  of 
bad  faith  occasionally  raised  against  the  French  monetary  authorities. 
Not  only  did  the  Bank  of  France  provide  directly,  or  co-operate  in 
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arranging,  £65,000,000  of  credits  to  the  Bank  of  England  and  the 
British  Government  during  August  1931,  but  it  abstained  notably 
from  realizing  its  sterling  assets,  which  it  had  been  obliged  to  acquire 
during  the  period  of  the  stabilization  of  the  franc,  although  its  im¬ 
mediate  interest  apparently  lay  in  doing  so ;  the  depreciation  on  its 
£60,000,000  odd  of  sterling  funds  in  London  had  amounted  at  the 
end  of  1931  to  the  equivalent  of  £17,000,000,  which  it  had  to  find 
jointly  with  the  French  Government.  The  heavy  withdrawals  in 
September,  which  finally  drove  Great  Britain  off  the  Gold  Standard, 
emanated  largely  from  the  Netherlands,  which  could  not  be  accused 
of  any  malicious  intent. 

If,  then,  we  seek  a  reason  for  the  failure  to  retain  the  Gold 
Standard,  we  must  ask  how  it  came  about  that  the  apprehensions  of 
foreigners  could  so  readily  threaten  the  basis  of  the  British  financial 
system.  Had  Britain  lent  too  much  to  Germany?  Britain’s  long¬ 
term  investments  in  that  country  totalled,  in  July  1931,  some 
£54,000,000,  including  £24,000,000  representing  the  two  great  Repara¬ 
tion  loans  (Dawes  and  Young  Loans).  Little  over  £10,000,000  had 
been  lent  to  the  various  local  Governments,  the  remaining  £20,000,000 
having  been  invested  in  German  industry  and  commerce.  Great 
Britain  had  also  invested  about  £100,000,000  of  short-term  money 
in  Germany,  £18,000,000  of  which  had  been  deposited  by  commercial 
and  industrial  firms  mainly  for  the  purpose  of  carrying  on  business 
through  subsidiary  companies  or  otherwise.  British  banks  had  lent 
£54,000,000  to  German  banks,  and  only  £25,000,000  direct  to  industry 
and  commerce  and  £3,000,000  to  public  authorities.  Moreover,  most 
of  these  banking  credits  were  self -liquidating.  As  the  world’s  finan¬ 
cier,  London  could  hardly  be  charged,  on  the  strength  of  these 
figures,  with  excessive  investment  in  Germany ;  nor  was  she  much 
more  to  blame  regarding  her  financing  of  other  beleaguered  countries 
of  Europe,  where  she  had  in  all  perhaps  another  £50,000,000  of  short¬ 
term  funds.  The  financial  crisis  locked  up  all  this  money,  nominally 
realizable  at  short  notice,  and  prevented  London  from  drawing  upon 
it  in  defence  of  the  pound. 

The  charge  that  Great  Britain  was  ‘  borrowing  short  to  lend  long  ’ 
can  be  neither  fully  substantiated  nor  completely  refuted,  for  want 
of  adequate  statistical  evidence.  It  is  estimated  that  from  1924  to 
1930  inclusive  she  had  available  for  net  lending  abroad  a  sum  of 
roughly  £450,000,0004  Capital  redemptions  on  her  existing  overseas 

1  The  original  estimate  of  the  Board  of  Trade  was  £577,000,000,  but  it  has 
since  been  admitted  that  the  figures  for  income  from  overseas  were  probably 
excessive,  and  those  for  the  later  years  have  been  officially  revised  downwards. 

Q  2 


228 


THE  WORLD  CRISIS 


Part  I 


assets  probably  gave  her  another  £250,000,000,  and  she  obtained 
perhaps  £150,000,000  from  the  long-term  investments  of  foreigners 
in  Great  Britain.  That  would  give  her  a  total  of  £850,000,000 
available  for  long-term  investment  abroad.  In  the  same  period  new 
issues  on  the  London  market  for  overseas  totalled  £820,000,000,  of 
which,  to  judge  from  American  experience,  certainly  not  more  than 
90  per  cent.,  say  £750,000,000,  was  actually  exported.1  This  would 
leave  £100,000,000  at  least  for  ‘direct  investments  ’  and  for  the  inter¬ 
change  of  existing  securities.  Thus  there  appears  to  be  little  truth 
in  the  suggestion  that  on  balance  during  that  period  London  borrowed 
short  money  from  abroad  and  put  it  into  long-term  investments. 
Certainly  no  individual  banking  firm  entered  into  such  a  dangerous 
transaction,  and  if  on  balance  that  is  indeed  what  happened,  the 
process  was  that  foreign  short-term  money  relieved  the  call  upon 
British  resources  for  internal  short-term  uses  and  thus  liberated  more 
for  long-term  investment. 

There  is  unfortunately  little  statistical  evidence  of  the  variation 
of  foreign  balances  in  Great  Britain,  but  a  view  of  some  aspects  is 
afforded  by  the  following  figures  from  the  report  of  the  Macmillan 
Committee. 

(In  £  millions.) 


End  of  year 

1927. 

1928. 

1929. 

1930. 

Deposits  held  on  foreign  account 

206 

244 

197 

247 

Sterling  bills  held  on  foreign 

account 

175 

212 

220 

153 

Foreign  advances  to  discount 

market 

38 

47 

34 

35 

Total  liabilities  to  foreigners 

419 

503 

451 

435 

Acceptances  on  foreign  account 

140 

201 

176 

161 

Difference 

279 

302 

275 

274 

In  view  of  the  incompleteness  of  the  data,  only  a  few  broad  con¬ 
clusions  may  be  drawn  from  this  table.  The  first  is,  that  the  gross 
short-term  liabilities  of  London  to  other  countries  (including  the 
overseas  Empire)  amounted  to  at  least  £435,000,000  at  the  beginning 
of  the  crisis  year  1931.  Second,  that  some  £70,000,000  of  the  gross 
liabilities  had  already  been  paid  off  in  the  previous  two  years,  after 
the  total  had  reached  a  maximum  in  1928,  the  year  of  the  restoration 
of  the  Gold  Standard  in  France:  between  the  middle  of  1927  (the 

1  Nominal  issues  in  the  United  States  for  foreign  countries  in  1930  totalled 
$1,082,000,000  from  which  $248,000,000,  or  23  per  cent.,  had  to  be  deducted 
for  refunding,  for  stock  and  bond  discounts,  and  for  underwriters’  com¬ 
missions. 


Sect,  ii  FINANCIAL  OUTCOME  OF  POST-WAR  YEARS  229 

earliest  date  for  which  the  figures  have  been  published)  and  the 
end  of  1928  nearly  £130,000,000  had  poured  into  London.  Third, 
that  on  deducting  sterling  acceptances  on  foreign  account,  but  dis¬ 
regarding  the  deposits  of  British  banks  abroad,  the  dollar  bills  or 
other  devisen  held  or  accepted  by  them,  and  all  other  foreign  short¬ 
term  assets,  the  net  liabilities  of  London  appear  to  have  varied  much 
less  than  the  gross  liabilities,  though  even  they  had  been  reduced  by 
£30,000,000  in  two  years.  No  complete  evidence  is  available  as  to 
those  other  assets,  but  it  may  be  recalled  that  in  Germany  alone  the 
short-term  investments  of  British  banks  totalled  £82,000,000,  of 
which  £43,000,000  were  acceptance  credits.  It  seems  probable, 
therefore,  that  if  on  balance  London  was  a  short-term  debtor,  she 
was  so  for  only  a  small  amount.1  The  trouble  was  that  many  of  her 
short-term  assets  had  become  frozen,  either  because  standstill  agree¬ 
ments  had  been  concluded  or  legal  restrictions  placed  by  foreign 
Governments  on  the  transfer  of  funds,  or  because  the  assets  could 
only  be  realized  at  the  cost  of  jeopardizing  the  whole  financial  system 
of  the  countries  concerned  and  ultimately  of  the  world;  whereas 
London  remained,  as  befitted  her  authority  and  position,  an  open 
financial  market  in  which  money  could  be  deposited  or  from  which 
it  could  be  withdrawn  without  stmt.  ‘Beginning  with  June,  the 
immobilization  of  foreign  credits  in  Central  Europe  and  in  Germany 
resulted  in  sudden  demands  for  funds  on  the  markets  most  seriously 
affected  by  the  crisis.  In  other  countries,  less  directly  affected,  a 
legitimate  concern  for  liquidity  led  the  banks  to  recall  part  of  the 
balances,  both  sight  and  short-term,  which  they  had  been  holding 
in  England.’2  A  final  word  must  be  added  in  order  to  link  up  the 
financial  position  with  the  trade  balance.  It  is  undeniable  that, 
although  a  large  proportion  of  London’s  liabilities  to  foreigners  were 
associated  with  the  stabilization  of  European  currencies  and  thus 
would  probably  have  been  incurred  whatever  the  level  of  interest 
rates,  the  aggregate  would  have  been  considerably  less  had  not  the 
Bank  of  England  been  compelled  to  maintain  its  discount  rate  at 
a  level  dictated  by  the  pressure  upon  its  gold  reserves ;  and  that  if 
our  balance  of  payments  had  shown  a  larger  credit  the  pressure  would 

1  ‘  London  is  now  practising  international  deposit  banking,  as  distinct  from 
international  acceptance  business  and  the  deposits  associated  with  this,  on 
a  larger  scale  than  before  the  War.  .  .  .  The  ease  with  which  we  can  for  a  time 
meet  claims  on  us  by  attracting  precarious  short-term  deposits,  while  it  is 
certainly  a  great  convenience,  may  also  be  a  danger  unless  we  avail  ourselves 
of  it  with  the  greatest  moderation  and  prudence.’  Macmillan  Report  ( Omd . 
3897  of  1931),  p.  149. 

2  Annual  report  of  the  Bank  of  France  for  1931,  reproduced  iu  the  Federal 
Reserve  Bulletin,  March  1932. 
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have  been  diminished  or  reversed  without  necessitating  a  reduction  of 
our  foreign  long-tei'm  lending.  In  some  part,  then,  the  suspension 
of  the  Gold  Standard  in  1931  may  be  traced  back  to  the  over¬ 
valuation  of  the  pound  on  the  return  to  gold  more  than  six  years 
previously,  with  its  inevitable  consequences  on  the  national  balance 
of  payments,  and  to  the  failure  to  adjust  the  commercial  and  in¬ 
dustrial  structure  of  Great  Britain  to  that  fact.  Adjustment  was 
prevented  by  what  are  commonly  known  as  the  rigidities  of  the 
system — trade-union  restrictions,  price-fixing  schemes,  and  so  on — 
but  it  is  also  open  to  argument  whether  sufficient  attempt  was  made 
on  the  financial  side  to  secure  adjustment.  The  Bank  of  England 
for  the  greater  part  of  those  six  years  combined  its  discount  policy 
with  the  ‘neutralization’  of  gold  movements  by  buying  or  selling 
securities  in  the  open  market.  The  object  was,  of  course,  to  keep  the 
volume  of  credit  free  from  large  fluctuations  due  to  transitory  causes ; 
but  the  effect  was  to  obstruct  what  would  have  been  the  pre-War 
consequence  of  gold  movements  and  so  to  prevent  the  unfavourable 
balance  of  payments  (including  capital  exports)  from  being  checked. 

After  the  abandonment  of  the  Gold  Standard,  operators  in  the 
foreign  exchange  market  were  at  first  at  a  loss  to  know  what  price 
to  place  upon  sterling.  The  balancing  of  the  Budget  had  limited  the 
power  of  speculative  forces  to  effect  any  great  collapse,  but  clearly 
the  pound  had  hitherto  been  over-valued  and  the  question  was  by 
how  much.  After  four  doubtful  days  the  London  rate  on  New  York 
fell  to  $3-80  compared  with  a  par  value  of  $4-867,  and  between  that 
figure  and  $3-90  it  remained  for  almost  a  month,  except  for  a 
momentary  upward  leap  at  the  end  of  September.  The  progress  of 
the  ‘National’  Government’s  forces  in  the  General  Election  caused 
some  speculative  bullishness,  and  on  the  day  of  the  declaration  of 
the  polls  (the  28th  October)  the  rate  rose  at  one  time  to  £3-97.  But 
the  wind  very  soon  veered  to  another  quarter,  when  it  was  realized 
that  the  new  Government  would  probably  soon  impose  a  general 
tariff.  Foreign  exporters  to  Great  Britain  naturally  set  out  to  make 
hay  while  the  sun  was  shining,  and  by  the  3rd  November  the  pound 
had  fallen  to  $3-73.  Forestalling,  which  considerably  enlarged  the 
adverse  balance  of  trade  of  the  United  Kingdom  in  the  last  three 
months  of  the  year  and  obscured  the  corrective  effect  of  the  deprecia¬ 
tion  of  the  pound,  seems  to  have  been  the  principal  cause  of  the 
subsequent  fall  of  sterling.  The  lowest  rate  recorded  was  $3-23  on 
the  1st  December ;  then  there  was  a  rally,  and  at  the  end  of  the  year 
the  rate  was  fairly  steady  at  about  $3-40,  that  is  to  say,  roughly 
30  per  cent,  below  parity.  In  the  early  months  of  1932,  the  pound 
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appreciated  considerably,  thanks  to  a  variety  of  causes — the  im¬ 
mediate  effect  of  tariffs  on  the  balance  of  trade  (the  Abnormal 
Importations  Act,  empowering  the  Board  of  Trade  to  impose  duties 
up  to  100  per  cent,  ad  valorem  on  wholly  or  mainly  manufactured 
imports,  having  been  passed  on  the  20tli  November,  and  the  Import 
Duties  Act,  laying  a  10  per  cent,  tariff  on  a  very  wide  range  of  com¬ 
modities  and  setting  up  an  advisory  committee  for  the  recommenda¬ 
tion  of  additional  duties,  on  the  29th  February) ;  the  effective 
balancing  of  the  1931-2  Budget  and  the  prompt  repayment  of  the 
credits  raised  for  the  defence  of  the  pound  by  the  Bank  of  England 
and  by  the  Treasury,  both  of  which  events  greatly  enlarged  the  faith 
of  foreign  investors  in  the  future  of  sterling  ;  the  export  of  gold  from 
India,  and  other  manifestations  of  desire  to  take  advantage  of  the 
‘  bargain  price  ’  of  sterling  investments ;  and  the  want  of  confidence 
in  other  currencies,  especially  in  the  United  States  dollar. 

In  spite  of  the  large  proportion  of  imported  goods,  or  goods  with 
an  internationally  determined  price,  entering  into  British  wholesah 
consumption,  prices  in  Great  Britain  did  not  rise  all  the  way  to  meet 
the  depreciation  of  the  pound.  The  Economist’s  index  of  the  prices  of 
primary  products  rose  by  12  per  cent,  between  the  18th  and  30th 
September  and  by  a  further  7-3  per  cent,  in  the  next  six  weeks,  after 
which  it  dropped  again.  At  the  end  of  the  year  the  wholesale  prices 
of  primary  products  in  Great  Britain,  according  to  the  same  authority, 
were  17T  per  cent.,  and  the  index  for  all  commodities  8-9  per  cent., 
above  the  levels  at  which  they  had  stood  just  before  the  suspension 
of  the  Gold  Standard.  In  the  same  period  the  wholesale  prices  in 
Gold  Standard  countries  had  fallen  by  only  4-75  per  cent.,1  which 
in  view  of  the  depreciation  of  30  per  cent,  in  sterling  would  have 
indicated  a  rise  of  36  per  cent,  in  prices  in  Great  Britain.  It  is 
significant  that  world  gold  prices  fell  sharply  both  with  the  original 
and  with  the  later  falls  in  the  exchange  value  of  sterling. 

The  reactions  abroad  to  the  British  suspension  of  the  Gold  Standard, 
the  most  startling  event  yet  of  the  financial  crisis,  were  swift  and 
various.  All  European  Bourses  were  immediately  closed,  for  varying 
periods  of  time,  except  Paris,  Milan,  Prague  and — for  domestic  stock 
dealings  only — Switzerland.  The  Paris  market  had  to  meet  large 
selling  orders,  and  the  quotation  of  Dawes  Loan,  British  consols 
and  a  number  of  other  securities  had  to  be  suspended.  Rumours 
that  the  Bank  of  France’s  stock  of  foreign  exchange  included  the 
equivalent  of  20,000,000,000  francs  (£160,000,000)  in  sterling  were 

1  Average  of  indices  for  U.S.A.  (Irving  Fisher),  France  (Statistique  Gendrale), 
Italy  (Milan  Chamber  of  Commerce),  and  Germany  (Statistisches  Reichsamt). 
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denied  by  Monsieur  Moret,  the  Governor,  who  declared  that  the 
greater  part  consisted  of  dollars  deposited  in  New  York.  It  subse¬ 
quently  emerged  that  the  Bank  of  France  held  sterling  assets  to  the 
amount  of  £62,000,000,  the  depreciation  on  which  was  covered,  after 
negotiations  between  the  Bank  and  the  Government  and  a  critical 
vote  in  the  Chamber,  by  a  Treasury  bond  for  the  amount  of  the  loss 
established,  exchangeable  into  bonds  of  the  Caisse  d’Amortissement, 
the  Bank  undertaking  to  contribute  out  of  its  profits  to  the  amortiza¬ 
tion  of  the  bonds.  All  over  the  world,  stock  exchanges,  and  especially 
Wall  Street,  suffered  depreciation  of  their  lists  through  forced  liquida¬ 
tion.  When  the  Tokyo  exchange  reopened  on  the  23rd  September, 
there  was  such  a  collapse  of  prices  that  it  had  to  close  again  at  once, 
but  its  troubles  had  been  complicated  by  the  Manchurian  embroil¬ 
ment.  Credit  restriction  was  the  order  of  the  day  everywhere,  and 
one  after  another  Central  Banks  put  up  their  rates.  The  following 
table  summarises  the  movement. 


Central  Bank  Discount  Rates.1 


Country. 

Date  of  Change. 

From. 

To. 

o / 

/o 

0/ 

/o 

England  . 

September  21 

A1 

*2 

6 

Sweden  . 

September  21 

4 

5 

India 

September  22 

7 

8 

Czechoslovakia 

September  23 

5 

6* 

Sweden  . 

September  24 

5 

6 

Denmark 

September  25 

6 

Norway  . 

September  25 

5 

6 

Norway  . 

September  27 

6 

8 

Italy 

September  27 

7 

Greece 

September  27 

9 

12 

Netherlands 

September  28 

2 

3 

Sweden  . 

September  28 

6 

8 

Bulgaria  . 

September  29 

H- 

n 

Finland  . 

October  1 

6 

7\ 

Lithuania 

October  3 

7 

H 

J  .  . 

October  5 

511 

5-84 

Sweden  . 

October  7 

8 

7 

Norway  . 

October  7 

8 

7 

New  York 

October  8 

H 

2J 

Finland  . 

October  12 

n 

9 

New  York 

October  15 

9 1 

H 

Sweden  . 

October  19 

7 

6 

Norway  . 

October  19 

7 

6 

Perhaps  the  most  striking  feature  of  the  list  is  the  series  of  big 
increases  of  bank  rate  in  the  Scandinavian  countries,  Denmark, 


1  The  rates,  as  between  countries,  do  not  refer  always  to  the  same  classes 
of  transactions,  and  therefore  are  not  properly  comparable  with  one  another. 


233 


Sect,  ii  FINANCIAL  OUTCOME  OF  POST-WAR  YEARS 

Norway  and  Sweden,  and  the  subsequent  reductions  in  the  last  two. 
These  countries  were  specially  disturbed  by  the  suspension  of  the 
Gold  Standard  in  Great  Britain,  not  only  because  she  accounted  for 
a  large  proportion  of  their  external  trade  but  also  because  they  had 
strong  financial  affiliations  with  London.  Denmark  suspended  gold 
exports  on  the  22nd  September,  and  although  the  National  Bank 
published  a  declaration  that  it  was  determined  to  adhere  to  the 
Gold  Standard  such  urgent  pressure  was  exerted  by  the  organizations 
of  agriculturists,  who  foresaw  themselves  heavily  handicapped  in 
the  British  market,  that  the  Government  and  the  Bank  were  pre¬ 
vailed  upon  formally  to  suspend  the  standard  on  the  28th  September. 
Norway  and  Sweden  had  both  gone  off  gold  on  the  previous  day. 
The  case  of  Sweden  is  particularly  interesting,  as  thus  far  she  had 
shown  unusual  resistance  to  the  depression.  Production  stayed  at  a 
high  level,  compared  with  the  condition  of  industry  and  trade  in 
other  countries,  unemployment  was  moderate  and  a  Budget  surplus 
was  established.  But  her  external  trade  position  was  becoming  very 
unsatisfactory,  and  a  large  import  surplus  caused  her  banks  to  pile 
up  a  dangerous  weight  of  short-term  obligations  to  foreign  centres. 
In  consequence,  the  exchange  reserves  of  the  Riksbank  were  sub¬ 
jected  to  a  steady  drain,  which  was  swelled  to  the  rate  of  95,000,000 
krone  (over  £5,000,000)  a  week  after  the  suspension  of  the  Gold 
Standard  in  Great  Britain.  On  the  failure  of  negotiations  with  the 
purpose  of  raising  a  loan  in  Paris  and  New  York,  the  Riksbank  was 
forced  to  abandon  its  declared  intention  of  retaining  the  Gold 
Standard.  Finland  was  another  country  to  be  subjected  to  a  severe 
loss  of  foreign  exchange,  some  500,000,000  finmarks  (£2,600,000) 
being  released  in  the  space  of  three  weeks,  largely  because  of  the 
withdrawal  of  American  credits.  On  the  12th  October  Finland  also 
abandoned  the  Gold  Standard.  The  Scandinavian  exchanges  did 
not  follow  the  descent  of  the  pound  pace  for  pace,  but  were  left 
behind  at  first.  When,  in  the  middle  of  November,  the  Swedish 
crown  fell  to  its  gold-parity  level  of  18-15  to  the  £,  the  Riksbank 
announced  its  intention  to  stabilize  at  that  figure,  offering  to  buy  or 
sell  sterling  at  fixed  rates  on  production  of  proper  invoices.  This 
measure,  which  would  have  resulted,  in  practice,  in  exchange  control 
coupled  with  import  restriction,  was  immediately  followed  by  the 
appearance  of  unofficial  (‘black’)  markets  in  currency,  by  complete 
confusion  in  Swedish  financial  markets,  and  by  the  abandonment  of 
the  Riksbank’s  plan.  Subject,  as  it  had  been,  to  severe  curtailment 
of  its  reserves  through  the  external  trading  deficit  and  through 
speculative  export  of  capital  (possibly  associated  with  the  rumours, 
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not  of  fraud  but  of  financial  difficulty,  that  even  then  were  whispered 
about  the  Kreuger  companies),  the  Riksbank  was  indeed  without 
the  resources  necessary  to  maintain  the  crown  at  a  fixed  level  in 
relation  either  to  sterling  or  to  gold.  In  the  last  quarter  of  the  year 
the  movement  of  capital  and  the  tendency  of  foreign  trade  were 
both  reversed,  and  the  position  of  the  Riksbank  improved.  Norway 
and  Denmark  had  similar  experiences  when  they  sought  to  stabilize 
their  currencies  on  sterling  at  about  the  same  date.  In  view  of  the 
continued  depreciation  of  the  crown,  Denmark  enforced  a  concentra¬ 
tion  of  all  exchange  transactions  in  the  hands  of  certain  banks  and 
stockbrokers,  preference  being  given  to  the  import  of  industrial  raw 
materials ;  import  taxes  on  luxuries  were  also  imposed. 

It  was  natural,  too,  that  the  greater  part  of  the  British  Empire 
should  have  imitated  the  Mother  Country.  There  could  scarcely  have 
been  any  question  of  the  retention  of  the  Gold  Standard  in  Australia 
or  New  Zealand.  Canada,  who  had  effectively  abandoned  the  inter¬ 
national  gold  standard  two  years  previously,  decided,  largely  on 
account  of  her  heavy  financial  commitments  to  the  United  States, 
not  to  let  her  exchange  fall  with  sterling,  but  the  Canadian  dollar 
could  not  be  prevented  from  depreciating  heavily  on  New  York,  and 
at  the  time  of  writing  it  still  stood  nearer  to  the  pound  than  to  the 
United  States  dollar.  The  already  existing  practical  prohibition  of 
gold  exports  from  Canada,  except  under  official  authority,  was  for¬ 
mally  embodied  in  an  Order-in-Council  on  the  19th  October.  In 
South  Africa,  where  economic  considerations  had  become  entangled 
with  party  politics,  General  Hertzog’s  Government  decided  to  keep 
to  gold,  in  spite  of  opposition  from  exporting  interests.1  Both 
Northern  and  Southern  Rhodesia,  on  the  other  hand,  suspended  the 
Gold  Standard  on  the  12th  October.  There  was  some  outcry  among 
Indian  nationalist  politicians  at  the  instant  decision  of  the  Govern¬ 
ment  of  India  to  continue  to  link  the  rupee  exchange  with  sterling, 
but  the  agitation  was  directed  against  the  form  rather  than  the 
substance  of  the  action,  as  India  could  hardly  have  afforded  both 
the  handicap  to  her  overseas  trade  and  the  depreciation  of  her 
sterling  assets  held  against  currency.  A  three  days’  bank  holiday 
was  proclaimed,  and  exchange  transactions  were  subjected  to  control. 
Opposition  was  likewise  voiced  by  Republican  elements  in  the  Irish 
Free  State,  where  the  currency  had  all  along  been  based  on  sterling, 
not  directly  on  gold,  and  where  British  money  circulated  freely,  but 
there  could  be  little  doubt  of  the  propriety  of  Mr.  Cosgrave’s  decision 
to  retain  the  attachment  to  sterling.  The  Egyptian  currency,  which 

1  See  pp.  122-3,  above. 
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had  been  stabilized  in  relation  to  sterling,  was  also  allowed  to  follow 
the  pound,  gold  exports  being  prohibited. 

It  was  suspected  in  some  quarters  that  Italy  might  be  forced  off 
gold,  and  the  lira  showed  weakness  for  a  while,  but  it  recovered  when 
the  Government  gave  assurances  that  there  was  no  intention  of 
departing  from  the  Gold  Standard.  Similar  rumours  were  current 
regarding  Germany,  but  it  was  soon  realized  that  she  could  not 
afford  thus  to  force  up  the  cost  of  her  enormous  external  obligations, 
and  the  withdrawals  of  money  which  forced  down  the  reichsmark 
exchange  were  ascribed  mainly  to  the  realization  of  mark  balances 
under  the  Standstill  Agreement.  It  also  appeared  likely  that,  in 
circumvention  of  the  restrictions  upon  exchange,  German  traders 
were  paying  off  sterling  debts  at  a  profitable  discount  out  of  the 
proceeds  of  exports.  In  the  week  ended  the  2nd  October,  the  Reichs- 
bank  lost  Rm. 233, 000, 000  of  gold  and  foreign  exchange.  In  Austria 
a  fresh  crisis  was  brought  about;  the  National  Bank  had  to  with¬ 
stand  a  severe  drain  of  foreign  funds,  as  it  was  known  that  big  losses 
had  been  incurred  on  sterling  assets  held  against  notes  under  the 
Gold  Exchange  Standard.  The  sale  of  foreign  currencies  was  sub¬ 
jected  to  restrictions,  and  the  Vienna  Bourse  was  closed  for  a  while, 
the  authorities  fearing  the  repercussions  upon  public  confidence 
of  sales  of  Austrian  securities  by  foreigners  seeking  to  cut  their 
losses.  It  appeared  also  that  Austria  was  being  used  as  a  channel 
for  securing  foreign  exchange  by  nationals  of  neighbouring  states. 
In  Hungary  the  effects  of  the  crisis  were  likewise  restricted  by  the 
control  of  exchange  dealings  and  the  closing  of  the  Bourse,  both  of 
which  measures  had  already  been  in  effect  for  over  two  months. 
Poland  and  Czechoslovakia  (like  Italy)  were  financially  little  affected, 
but  they  were  very  apprehensive  as  to  the  commercial  results  of  the 
sterling  depreciation.  Poland  managed  to  maintain  her  coal  exports 
in  the  Baltic  area  by  continuing  contracts  on  a  sterling  basis,  but 
this  naturally  involved  the  exporters  in  a  considerable  loss,  in  spite 
of  the  governmental  assistance  given  in  the  form  of  subsidized 
freight  rates  on  the  railways.  At  the  end  of  September  the  National 
Bank  of  Czechoslovakia  established  a  system  of  foreign  exchange 
supervision,  and,  that  having  proved  ineffective,  the  Government 
issued  a  decree  compelling  the  surrender  of  all  exchange  to  the 
National  Bank  and  rationing  exchange  for  effecting  payments  abroad. 

Several  countries  suffered  seriously  from  the  depreciation  of  their 
sterling  reserves,  among  them  the  Netherlands.  On  the  27th  Septem¬ 
ber  the  Netherlands  Bank  stated  its  belief  that  arrangements  could 
be  made  with  the  Bank  of  England  to  obviate  any  loss  on  the  reserve 
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deposited  in  London.  Early  in  December,  however,  the  Bank  declared 
that  from  the  conversations  which  had  taken  place  meanwhile  ‘it  is 
evident  that  the  Bank  of  England  is  not  inclined  to  acknowledge  the 
claims  which  the  Netherland  Bank  considers  it  was  reasonably 
entitled  to  make’.  The  greater  part  of  the  sterling  assets  had  been 
sold  forward  to  the  Netherlands  East  Indies  Government  for  the 
redemption  of  two  loans,  aggregating  £11,000,000,  which  would  fall 
due  in  1933,  and  the  remainder  had  been  realized  in  the  open  market. 
The  consequent  loss,  which  occasioned  the  passing  of  the  current 
dividend,  would  be  offset  by  administrative  economies.  Greece  was 
also  in  a  difficult  position,  as  roughly  one-quarter  of  her  Central 
Bank  reserve  was  deposited  in  London,  and  therefore  had  to  be 
written  down  as  the  pound  depreciated.  Nevertheless,  she  retained 
the  gold  basis  for  the  time  being,  but  a  law  of  the  28th  September, 
amplified  by  a  further  measure  a  month  later,  ordered  the  concentra¬ 
tion  of  all  exchange  business  in  the  hands  of  the  Bank  of  Greece, 
which  issued  foreign  currencies  ‘for  indispensable  economic  needs’ 
only.  A  large  portion  of  the  Greek  public  debt,  having  been  con¬ 
tracted  in  terms  of  sterling,  was  being  remunerated  in  depreciated 
currency,  even  though  considerable  blocks  had  been  re -purchased 
by  Greek  nationals.  It  was  not  until  the  end  of  April  1932  that 
Greece  definitely  abandoned  the  Gold  Standard.  Japan  was  another 
country  to  stave  off  the  suspension  of  the  Gold  Standard  for  some 
time.  The  weakness  of  her  balance  of  payments  (especially  the  grave 
loss  of  shipping  earnings),  the  realization  that  the  simultaneous 
depreciation  of  the  pound  sterling  and  of  the  rupee  would  seriously 
handicap  her  in  some  of  her  most  important  oversea  markets,  the 
direct  injury  done  to  her  trade  by  her  quarrel  with  China  and  the 
fears  that  it  engendered  among  investors  as  to  the  political  and 
economic  future  of  the  country,  all  combined  to  draw  out  gold  from 
Japan,  the  loss  amounting  to  204,500,000  yen  (£20,000,000)  in  the 
space  of  eight  weeks  after  the  18th  September.  On  the  13th  Decem¬ 
ber,  the  Seiyukai  Party  having  ousted  the  Minseito  from  office  partly 
on  this  issue,  the  Gold  Standard  was  suspended,  and  by  the  end  of 
the  year  the  yen  had  fallen  from  2s.  9 d.  to  its  old  sterling  parity  of 
2s.  0 

In  April  1932,  the  Foreign  Department  of  the  District  Bank  issued 
a  table  of  the  currencies  of  the  world  from  which  the  following 
classification  of  the  principal  countries  is  drawn. 

Gold  Standard :  Albania,  Belgium,  Cuba,  Dominican  Republic, 

France,  Guatemala,  Haiti,  Indo-China,  Italy,  Lithuania,  Luxem¬ 
bourg,  Mexico  (theoretically),  Netherlands,  Panama,  Persia  (nomi- 
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nally),  Peru,  Poland,  Rumania,  Siam,  South  Africa,  Switzerland, 
United  States,  with  the  dependencies  of  such  of  the  above  as  are 
Colonial  Powers. 

Gold  Standard  Ineffective :  Austria,  Bulgaria,  Canada,  Colombia, 
Costa  Rica,  Czechoslovakia,  Estonia,  Germany,  Honduras,  Hun¬ 
gary,  Jugoslavia,  Latvia,  Newfoundland,  Nicaragua,  Turkey, 
U.S.S.R.,  Venezuela. 

Gold  Standard  Suspended :  Argentina,  Australia,  Bolivia,  Brazil, 
Chile,  Denmark,  Ecuador,  Egypt,1  Finland,  Greece,  Indian  Em¬ 
pire,  ‘Iraq,1  Irish  Free  State,1  Japanese  Empire,  New  Zealand, 
Norway,  Paraguay,  Portugal,1  Rhodesia  (Northern  and  Southern),1 
Salvador,  Spain,  Sweden,  United  Kingdom  and  dependencies, 
Uruguay. 

Silver  Standard :  Abyssinia,  Afghanistan,  Arabia,  China  and  Man¬ 
churia  (currency  actually  chaotic),  Hong-Kong,  Tibet  (standard 
not  effective). 

Among  the  countries  which  sought  to  intercept  the  commercial 
consequences  of  Great  Britain’s  action  by  imposing  special  customs 
duties  were  Canada,  South  Africa,  France,  Italy.  While  ‘anti¬ 
dumping  ’  measures  were  not  immediately  introduced  in  the  Nether¬ 
lands,  the  abnormal  competition  of  British  and  Scandinavian  pro¬ 
ducts  was  acutely  felt  there,  and  the  measure  then  afoot  for  the 
increase  of  the  general  tariff  from  8  to  10  per  cent.,  though  designed 
for  revenue  purposes,  was  welcomed  in  some  quarters  as  a  step 
towards  protection.  Later,  after  the  Abnormal  Importations  duties 
had  been  imposed  in  Great  Britain,  and  prices  had  been  depressed 
by  governmental  decree  in  Germany,  the  Netherlands  applied  a 
general  system  of  non-discriminatory  import  quotas. 

Widespread  banking  difficulties  arose  directly  or  indirectly  out 
of  the  sterling  crisis.  Even  France  was  not  immune.  The  Banque 
Rationale  de  Credit  found  itself  in  deep  water  and  was  only  rescued 
with  the  aid  of  a  guarantee  fund  established  by  the  leading  French 
banks.  One  or  two  banks  of  minor  importance  ceased  payment  a 
little  later.  In  Switzerland  apprehensions  were  aroused  by  the  know¬ 
ledge  that  a  considerable  proportion  of  Central  European  bills  held 
by  Swiss  banks  were  expressed  in  sterling  denominations;  banks, 
however,  were  generally  in  a  highly  liquid  condition,  and  gold  was 
pouring  into  the  country.  The  United  States  suffered  another  wave 
of  the  flood  of  banking  failures  which  had  characterized  her  economic 
course  ever  since  October  1929;  the  depreciation  of  sterling  was  not 


1  Linked  to  British  currency. 
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directly  responsible,  as  American  banks  were  understood  to  hold 
only  a  very  small  volume  ( $50,000,000)  of  funds  in  London  and  to 
have  hedged  their  commitments,  but  the  credit  system  found  it 
difficult  to  withstand  the  extreme  weakness  of  the  bond  market, 
which,  affecting  foreign  bonds  first,  spread  even  to  the  obligations 
of  the  United  States  Government.  The  depression  of  security  prices 
on  Wall  Street  helped  also  to  break  the  big  stockbroking  firm  of 
Macdougal  and  Cowans  of  Montreal.  The  credit  system  of  Germany 
was  being  strained  to  the  utmost.  Banks  of  the  second  rank  in 
Berlin,  Cologne,  Leipzig,  and  Dresden  put  up  their  shutters.  The 
savings  banks  were  also  giving  cause  for  anxiety,  over  Rm. 800, 000, 000 
having  been  withdrawn  from  them  in  the  space  of  three  months. 
Another  series  of  financial  decrees  was  imposed,  further  restrictions 
being  placed  on  foreign  exchange  dealings.  On  the  19th  September 
a  Banking  Board  of  Control  and  a  Banking  Commissioner  had  been 
appointed  to  supervise  private  banks.  The  Commissioner,  who  was 
given  full  powers  of  demanding  information,  was  charged  with  the 
duty  of  ‘influencing  banking  policy  in  the  economic  interest  of  the 
community’. 

The  economic  condition  of  Germany,  indeed,  continued  to  de¬ 
teriorate,  and  further  emergency  measures  had  to  be  taken  to  secure 
adjustment.  A  special  Economic  Advisory  Council  was  opened  by 
the  President  on  the  29th  October,  and  proceeded  to  set  up  com¬ 
mittees  to  deal  with  wages,  prices,  interest  rates,  the  provision  of 
employment,  and  the  negotiation  of  a  new  Stillhalte  Agreement. 
The  Council,  however,  failed  to  secure  any  substantial  measure  of 
agreement  on  the  critical  issues.  In  response  to  public  agitation,  the 
Chancellor  announced  in  an  interview  that  ‘the  Government  had 
long  been  considering  the  possibility  of  reducing  the  rate  of  interest, 
but  had  never  contemplated  a  compulsory  reduction’.  In  face, 
however,  of  the  necessity  of  reducing  the  price  level  and  of  forcing 
sacrifices  upon  all  sections  of  the  popidation,  that  determination  had 
later  to  be  abandoned.  On  the  8th  December  another  emergency 
decree  was  signed  prescribing,  inter  alia,  (1)  the  reduction  of  wages 
and  salaries  to  the  level  of  1927  ;  (2)  the  lowering  of  prices  to  a  level 
10  per  cent,  below  that  ruling  in  July  1931,  under  the  authority  of 
a  price -regulation  commissioner  with  wide  dictatorial  powers ; 
(3)  a  10  per  cent,  cut  in  rents ;  and  (4)  the  levelling  of  fixed  interest 
rates  of  between  6  and  8  per  cent,  to  a  flat  rate  of  6  per  cent.,  with 
corresponding  reductions  in  higher  rates.  The  attempt  at  com¬ 
pulsory  price  reduction  was  not  entirely  effective ;  a  10  per  cent, 
cut  was  made  in  the  prices  of  coal  and  pig-iron,  and  the  price  com- 
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missioner  (Herr  Groedeler)  was  fairly  successful  in  his  efforts  to  bring 
down  the  prices  of  bread  and  meat,  but  in  seeking  to  enforce  cuts 
in  public  utility  charges  he  met  with  great  opposition  from  the  local 
authorities,  whose  budgets  were  already  in  deficit. 

These  adjustments  did  not  prevent  the  growth  of  unemployment 
and  the  gradual  atrophy  of  German  industry.  Most  of  the  big  in¬ 
dustrial  concerns  passed  their  dividends  for  1931  altogether,  and 
a  number  of  important  firms  failed,  including  the  Maschinenfabrik 
A.  Borsig  G.m.b.H.  of  Berlin-Tegel,  an  old-established  firm  which 
had  played  a  great  part  in  the  rise  of  German  industry  in  the  nine¬ 
teenth  century.  Scandal  attached  to  the  insolvency  of  the  Schultheiss- 
Patzenhofer  A.G.,  the  largest  brewery  in  the  country,  which  had 
indulged  in  heavy  speculation  in  its  own  shares ;  Ludwig  Katzenellen- 
bogen,  the  chairman  of  the  company’s  Aufsichtsrat,  was  forced  to 
resign.  Meanwhile,  in  spite  of  a  declining  trade  balance  at  the  end 
of  the  year,  the  Reichsbank  was  successfully,  but  not  without 
severe  strain,  conducting  its  defence  of  the  exchange.  The  difficulty 
of  its  task  is  illustrated  by  the  fact  that  between  the  1st  September 
and  the  7th  November  receipts  of  foreign  exchange  from  the  pro¬ 
ceeds  of  exports  and  other  minor  sources  amounted  to  only 
Rm. 1,297,000,000,  against  demands  totalling  Rm. 1,761, 000, 000,  in¬ 
cluding  Rm. 784, 000, 000  for  imports  and  Rm. 690,000,000  for  the 
repayment  of  short-term  credits.  The  extent  to  which  credits  were 
being  repaid  in  spite  of  the  Stillhalte  Agreement  was  truly  remark¬ 
able  ;  at  the  end  of  November  Dr.  Luther  stated  that  since  the 
autumn  of  1930  as  much  as  five  milliards  (£250,000,000)  of  short¬ 
term  debt  had  been  repaid.  After  negotiations  which  lasted  the 
greater  part  of  two  months,  a  new  Standstill  Agreement  ( Stillhalte ) 
between  German  banks  and  their  foreign  short-term  banking  creditors 
was  initialled  on  the  23rd  January.  It  prolonged  the  general  condi¬ 
tions  of  the  earlier  agreement  for  another  year,  beginning  on  the 
1st  March,  while  elaborating  and  rendering  more  secure  some  of  the 
provisions,  and  including  certain  types  of  commercial  credits  which 
had  previously  escaped.  In  an  accompanying  memorandum  the 
foreign  bankers’  committee  observed  that  a  settlement  of  Germany’s 
international  payments  was  a  vital  element  in  the  restoration  of  the 
basis  of  credit.1  As  has  already  been  recorded,2  further  moves 
towards  such  a  settlement  were  made  at  the  end  of  1931.  On  the 
19th  November  the  German  Government  applied  to  the  Bank  for 
International  Settlements  for  the  appointment  of  the  Advisory 
Committee  provided  for  in  the  Young  Plan,  and  the  Committee’s 
1  See  p.  143,  above,  2  See  pp.  138-9,  above. 
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report,  signed  on  the  23rd  December,  endorsed  the  German  Govern¬ 
ment’s  plea  that  ‘Germany’s  exchange  and  economic  life  might  be 
seriously  endangered  by  the  transfer  in  part  or  in  full  of  the  post- 
ponable  portion  of  the  annuities’.1 

Across  the  frontier  in  Austria  things  showed  no  signs  of  improve¬ 
ment.  The  negotiations  for  the  resuscitation  of  the  Credit-Anstalt 
were  difficult  and  protracted.  On  the  28th  November  a  provisional 
protocol  was  signed  by  the  Austrian  Government  and  by  representa¬ 
tives  of  the  foreign  creditors;  it  provided  for  a  new  system  of 
management  with  foreign  participation,  but  not  dictation,  and  for 
further  large  reductions  in  the  expenditure  on  personnel,  a  condition 
being  the  maintenance  of  the  existing  Standstill  Agreement  on  the 
bank’s  foreign  obligations.  The  debts  of  the  bank  which  it  was 
necessary  for  the  Austrian  Government  to  guarantee  proved  far  in 
excess  of  the  original  estimate  of  a  mere  140,000,000  schillings.  It 
was  stated  that  by  the  middle  of  November  the  National  Bank  of 
Austria  had  discounted  bills  to  a  total  of  608,000,000  schillings  for 
the  Credit-Anstalt,  and  that  the  total  guarantee  of  the  Federal 
Government  on  the  latter’s  behalf  had  been  1,400,000,000  schillings, 
of  which  1,200,000,000  schillings  was  then  outstanding.  This  under¬ 
taking  was  naturally  proving  a  great  embarrassment  to  the  Govern¬ 
ment  and  a  threat  to  the  solvency  of  the  national  finances.  In  spite 
of  severe  retrenchment  and  additional  taxation,  attempts  to  balance 
the  Budget  had  so  far  failed.  Difficulties  were  also  encountered  in 
the  operation  of  exchange  control.  The  restriction  of  exchange  re¬ 
leases  for  imports  provoked  Austria’s  neighbours  into  retaliation. 
A  clearing  agreement  with  Switzerland  was  arranged  in  December, 
but  negotiation  with  other  countries  was  protracted,  and  meanwhile 
Austria’s  foreign  trade  was  being  diminished  to  a  fraction  of  its 
former  level.  So  far  from  securing  adjustment,  the  restriction  of 
exchange  actually  exaggerated  the  economic  isolation  of  Austria, 
for  under  its  shelter  there  was  a  tendency  for  internal  commodity 
prices,  and  even  at  one  time  stock  prices,  to  rise,  while  in  the  outer 
world  deflation  continued. 

The  problems  of  Hungary  were  in  many  ways  similar.  The  Budget 
was  unbalanced  and,  even  with  exchange  control,  there  was  no 
prospect  of  securing  a  sufficient  surplus  on  the  balance  of  external 
trade  to  pay  the  service  of  the  foreign  debt.  At  the  request  of  the 
Hungarian  Government,  the  Financial  Committee  of  the  League  of 
Nations  instituted  in  October  an  investigation  into  the  economic 
position  of  Hungary.  The  report  revealed  that  Hungary  was  hope- 
1  See  also  pp.  139  and  140-1,  above. 
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lessly  ‘over-borrowed’,  and  that  she  had  no  prospect  of  borrowing 
more  except  possibly  for  the  purpose  of  funding  her  existing  debt. 
It  contained  some  criticism  of  the  financial  policy  of  the  Bethlen 
Government,  and  urged  the  drastic  reform  of  the  Budget.  The 
Committee  recommended  that  every  effort  should  be  made  to  meet 
the  service  of  Hungary’s  foreign  debt,  but  it  also  emerged  that  the 
gold  and  exchange  holding  of  the  National  Bank  (about  115,000,000 
pengo)  was  only  just  sufficient  to  cover  the  note  circulation,  without 
any  margin  for  deficits  on  the  international  balance.  The  normal 
interest  and  amortization  of  Hungary’s  foreign  obligations  (govern¬ 
mental  and  private)  amounted  to  about  300,000,000  pengo  per 
annum,  whereas  her  total  merchandise  export  was  only  some  500  to 
550,000,000  pengo,  upon  which  an  active  balance  of  more  than,  say, 
120,000,000  pengo  could  hardly  be  expected.  Between  the  1st  August 
and  the  9th  December  the  exchange  transactions  of  the  National 
Bank  showed  a  surplus  of  15,300,000  pengo  on  the  external  trade 
balance,  but  as  much  as  90,500,000  pengo  had  to  be  provided  for 
interest  and  amortization,  and  the  remainder  had  to  be  found  out 
of  the  proceeds  of  Treasury  bonds  raised  in  August  and  the  private 
holdings  of  foreign  exchange  which  had  been  compulsorily  sur¬ 
rendered.  This  process  could  not  be  prolonged,  even  though  the 
redemption  of  short-term  debt  was  indefinitely  postponed,  and  on 
the  23rd  December  the  Hungarian  Government  declared  a  transfer 
moratorium  on  all  foreign  debts  except  the  League  Loan  of  1924.1 
The  amounts  due  for  interest  and  sinking  fund  were  to  be  deposited, 
as  they  became  due,  into  a  special  account  at  the  National  Bank, 
whence  they  would  be  released  only  as  the  economic  condition  of 
Hungary  permitted. 

At  the  end  of  1931,  then,  the  trade  and  finance  of  Central  and 
South-Eastern  Europe  were  gradually  becoming  choked.  The  in¬ 
adequacy  of  normal  trade  balances  to  provide  exchange  for  the 
service  of  the  great  foreign  debts  incurred  in  the  years  of  prosperity 
had  compelled  Germany,  Czechoslovakia,  Hungary,  Austria,  Jugo¬ 
slavia,  Greece,  Bulgaria,  and  Turkey  to'  adopt  such  measures  of 
artificial  exchange  control  as  effectively  destroyed  the  Gold  Standard 
upon  which  they  nominally  remained ;  Hungary  had  been  the  first 
among  them  to  declare  a  moratorium  on  transfers  for  interest  and 
debt  redemption,  while  standstill  on  short-term  debts  was  every¬ 
where  the  rule.  Fuller  treatment  of  the  problems  to  which  this  state 

1  The  precedent  had  already  been  set  by  Brazil,  who  had  announced  on  the 
18th  October  the  suspension  for  three  years  in  respect  of  external  debt  services 
except  her  two  funding  loans  and  the  1922  Coffee  Loan. 
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of  affairs  gave  rise  and  of  the  attempts  at  their  solution  must  await 
a  later  occasion. 

The  United  States  had  meanwhile  been  caught  up  in  the  stream 
of  monetary  disorganization.  Upon  the  suspension  of  the  Gold 
Standard  in  Great  Britain,  a  wave  of  distrust  of  all  foreign  currencies 
passed  over  the  world.  Not  only  were  Central  Banks  and  private 
investors  forced  to  cover  their  losses  on  sterling,  and  other  currencies 
which  depreciated  with  it,  by  drawing  on  their  balances  elsewhere, 
but  several  countries,  without  any  formal  change,  gradually  forsook 
the  Gold  Exchange  Standard  for  the  full  Gold  Standard,  converting 
their  holdings  of  devisen  into  metal.  The  result  was  a  sudden 
depression  of  the  value  of  the  dollar,  and  the  loss  of  gold  by  the 
United  States.  In  the  week  following  the  Treasury  announcement 
of  the  20th  September,  earmarkings  of  gold  for  foreign  account 
totalled  $214,000,000,  and  in  the  months  of  September  and  October 
exports  plus  net  earmarkings  amounted  to  $805,000,000,  against 
imports  (from  Japan  and  South  America)  of  $90,000,000.  So  large 
a  movement  inevitably  gave  rise  to  public  uneasiness  and  even  to 
rumours  that  the  United  States  might  be  forced  to  abandon  the 
Gold  Standard,  although  ample  reserves  of  free  gold  remained,  and 
although  the  sound  banks,  especially  the  big  New  York  institutions, 
were  in  an  unprecedentedly  liquid  condition.  There  were,  however, 
certain  ugly  features  of  the  internal  financial  situation  which  justified 
some  anxiety.  The  first  was  the  vast  hoardings  of  currency  (estimated 
by  some  at  $1,000,000,000)  induced  by  the  failure  of  so  many  banks 
and  by  the  complete  absence  of  banking  facilities  in  some  localities. 
The  second  was  the  enormous  prospective  Budget  deficit,  officially 
estimated  in  December  at  $2,123,000,000  for  1931-2,  a  forecast  which 
later  proved  to  be  far  below  the  mark.  This  fact,  combined  with  a 
general  ‘flight  from  securities’,  caused  a  severe  slump  in  the  market 
for  Government  bonds,  and  thus  threatened  the  technical  solvency 
of  many  banks  and  other  fiduciary  institutions  holding  Government 
paper  in  their  reserves.  The  National  Credit  Corporation,  formed  in 
October,  was  designed  to  meet  this  situation  by  providing  resources 
for  banks  in  difficulties,  and  although  its  actual  loans  amounted  to 
only  a  small  fraction  of  the  potential  resources  with  which  it  had 
been  provided,  it  did  do  something  to  restore  public  confidence,  and 
the  toll  of  bank  failures  was  thereafter  somewhat  diminished. 


PART  II 

DISARMAMENT  AND  SECURITY 
(i)  Introductory  Note. 

The  questions  of  disarmament  and  security  play  a  relatively  small 
part  in  the  narrative  of  the  outstanding  events  of  the  annus  terribilis 
1931  which  tills  the  first  160  pages  of  the  present  volume;  not,  as  is 
there  pointed  out,1  on  account  of  any  diminution  in  the  intrinsic 
importance  of  the  issues  involved,  but  because  of  the  more  pressing 
claims  which  were  made  upon  the  attention  of  Governments  and  of 
nations,  during  the  year  under  review,  by  matters  of  even  greater 
immediate  urgency.  Such  developments  as  took  place  in  the  field  of 
disarmament  and  security  during  the  year  1931  were  not,  for  the  most 
part,  of  a  specially  striking  kind.  The  Preparatory  Commission  for  the 
Disarmament  Conference  had  completed  its  work  before  the  end  of 
1930, 2  and  the  dangerous  tendencies,  threatening  a  new  division  of 
Europe  into  armed  camps,  which  had  manifested  themselves  more 
clearly  during  November  and  December  1 930  than  during  any  previous 
session  of  the  Commission,  were  transferred  in  1931  to  another  stage. 
The  antagonism  between  French  and  German  views  on  disarmament, 
which  had  hampered  the  Preparatory  Commission  in  the  fulfilment 
of  its  task  and  had  prevented  it  from  achieving  more  than  a  qualified 
success,  continued  to  form  one  of  the  major  unsolved  problems  which 
confronted  the  statesmen  of  Europe;  but  in  1931  the  disarmament 
question  occupied  the  background  of  Franco -German  relations,  while 
the  foreground  was  filled  by  more  dramatic  contests  over  the  pro¬ 
jected  Austro-German  customs  union3  and  over  the  demands  and 
counter-demands  which  arose  out  of  Germany’s  financial  needs4 — 
contests  which  reacted,  in  their  turn,  on  the  disarmament  question 
through  their  effect  on  French  opinion.  The  ultimate  breakdown  of 
the  Anglo -Franco -Italian  naval  negotiations,  the  success  of  which  had 

1  See  p.  12,  above.  2  See  the  Survey  for  1930,  Part  I,  section  (iv). 

3  See  the  present  volume,  Part  III  A.  It  will  be  remembered  that  at  the  last 
session  of  the  Preparatory  Commission  Italy  had  stood  shoulder  to  shoulder 
with  Germany  and  the  U.S.S.R.,  in  opposition  to  France  and  her  Allies,  and 
that  this  combination  of  forces  had  been  the  most  ominous  of  the  portents 
which  had  appeared  to  foreshadow  a  division  of  camps.  On  the  issue  of  the 
Austro-German  customs  union,  however,  Italy,  after  some  hesitation,  placed 
herself  by  the  side  of  France,  in  opposition  to  Germany  and  Austria.  Thus 

Italy,  more  suo,  once  more  falsified  anticipations  and  apprehensions  which  had 
appeared  to  be  well  grounded  in  her  previous  actions. 

4  See  Part  I,  section  (i),  above. 
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seemed  for  a  moment  to  be  assured,  was  attributable,  in  part  at  least, 
to  the  influence  of  the  Austro-German  project  for  a  customs  union  in 
strengthening  the  reactionary  forces  in  France  and  the  refusal  to 
consummate  the  provisional  naval  agreement  of  the  1st  March,  1931, 
was  by  no  means  the  only  indication  of  a  hardening  of  temper  in 
France  which  appeared  to  bode  ill  for  the  success  of  the  World 
Disarmament  Conference.2 

During  the  summer  and  autumn  of  1931,  however,  as  the  world 
economic  crisis  passed  from  one  acute  phase  to  the  next,  bringing 
country  after  country  to  the  brink  of  disaster,  events  crowded  upon 
one  another  at  a  pace  which  left  statesmen  and  peoples  alike  with 
small  leisure  for  reflection  upon  the  steady  approach  of  the  2nd 
February,  1932,  the  date  which  had  been  fixed  for  the  opening  of  the 
Disarmament  Conference.  The  universal  preoccupation  with  econo¬ 
mic  issues,  whose  direct  influence  upon  national  and  individual  well¬ 
being  could  not  be  ignored  even  by  the  man  in  the  street,  complicated 
the  task  of  those  bodies  and  associations  which  were  specially  con¬ 
cerned  with  the  promotion  of  the  cause  of  peace,  and  which,  as  the 
date  of  the  World  Disarmament  Conference  drew  nearer,  redoubled 
their  patient  and  sustained  efforts  to  educate  public  opinion  and 
awaken  the  public  conscience  in  all  countries  to  the  vital  importance 
of  the  questions  at  stake.  At  the  same  time,  financial  stringency  pro¬ 
vided  a  particularly  telling  argument  in  favour  of  reducing  expendi¬ 
ture  on  armaments,  and  in  this  sense  the  economic  crisis  may  be  said 
to  have  helped  rather  than  hindered  the  advocates  of  disarmament  in 
their  preparations  for  the  World  Conference. 

In  the  technical  field,  various  League  of  Nations  Committees  were 
at  work  during  1931  on  the  examination  of  detailed  questions  which 
had  arisen  in  the  course  of  the  Preparatory  Commission’s  discussions  ; 
but  it  was  the  Italian  Government — nothing  daunted  by  the  failure 
of  the  naval  negotiations  with  France — which  could  claim  the  credit 
for  what  was  perhaps  the  most  constructive  single  contribution 
towards  the  success  of  the  Disarmament  Conference.  Signor  Grandi 
made  his  proposal  for  an  armaments  truce  to  the  twelfth  session  of  the 
League  Assembly  on  the  8th  September,  1931,  and  the  proposal  was 
adopted  by  the  Assembly,  albeit  in  a  somewhat  attenuated  form,  on 
the  29th  September.3  By  an  ironical  coincidence,  the  twelfth  session 
of  the  League  Assembly  also  saw  the  launching  of  the  most  shattering 
blow  that  had  yet  been  aimed  against  the  whole  post-war  system  of 
peace  and  security;  for  it  was  during  the  night  of  the  18th- 19th 
September,  1931,  that  Japanese  troops  occupied  Mukden,  and  it  was 

1  See  p.  274,  below.  2  See  pp.  284-6,  below.  3  See  p.  294,  below. 
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on  the  22nd  September  that  the  League  Council  embarked  upon  its 
first  attempt  to  arrive  at  a  settlement  of  the  crisis  which  had  been 
precipitated  by  the  Japanese  act.1 

It  was  an  ironical  coincidence,  again,  that  the  twelfth  session  of  the 
Assembly  should  have  passed  through  its  penultimate  stage  a  scheme 
for  supplementing  the  League’s  machinery  for  preventing  war,  which 
might  have  notably  strengthened  the  Council’s  hand  in  dealing  with 
the  Far  Eastern  crisis  if  it  had  been  in  force  in  September  and  October 
1931,  instead  of  being  in  a  state  of  suspended  animation,  awaiting 
ratification  by  the  Powers.  The  General  Convention  to  Improve  the 
Means  of  Preventing  War,2  which  was  opened  for  signature  on  the 
26th  September,  1931,  contained  the  important  provision  that  the 
votes  of  interested  parties  should  not  be  counted  when  the  Council 
had  to  decide  upon  the  application  of  measures  for  the  prevention  of 
threatened  hostilities.  Pending  the  coming  into  force  of  this  General 
Convention,  members  of  the  Council  which  were  parties  to  a  dispute 
retained  the  power  of  veto  which  was  conferred  upon  them  by  the 
provision  in  the  Covenant  that  Council  decisions  must  be  unanimous 
in  all  cases  save  matters  of  procedure  or  disputes  referred  to  the 
Council  under  Article  15  of  the  Covenant;  and  it  was  precisely  by 
exercising  this  right  of  veto  that  Japan  was  able  to  checkmate  the 
first  attempt  of  the  Council  to  bring  about  a  settlement  of  the  Sino- 
Japanese  dispute.3  It  remains  a  matter  of  conjecture,  of  course, 
whether  the  Council,  if  it  had  actually  possessed,  in  October  1931, 
the  additional  power  which  would  accrue  to  it  if  and  when  the 
General  Convention  of  the  26th  September,  1931,  came  into  force, 
would  have  been  thereby  emboldened  to  use  that  power  in  order  to 
enforce  the  will  of  the  majority  against  the  will  of  Japan. 

The  General  Convention  to  Improve  the  Means  of  Preventing  War 
was  described  by  Lord  Cecil  as  a  ‘modest  but  not  unimportant’  step 
forward  in  the  direction  of  creating  an  ideal  system  of  security. 
Another  step  forward  in  the  same  direction  was  taken  during  the 
year  1931  in  connexion  with  the  General  Act  for  the  Pacific  Settle¬ 
ment  of  International  Disputes,4  which  was  signed,  in  the  course  of 
the  year,  by  three  Great  Powers — France,  Italy  and  the  British 
Empire.  The  significance  of  these  gestures,  and  their  practical  effect 
in  extending  the  system  of  arbitration,  were  diminished  both  by  the 
reservations  which  were  made  at  the  time  of  signature  by  France  and 

1  See  the  present  volume.  Part  IV,  section  (iii)  (b)  (4). 

2  See  section  (iii)  of  this  part  of  the  present  volume. 

3  See  Part  IV,  section  (iii)  ( b )  (4),  p.  493. 

4  See  section  (ii)  of  this  part  of  the  present  volume. 
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by  Great  Britain,  and  by  the  aloofness  of  Germany.  Nevertheless,  in 
striking  a  balance  for  the  year  1931,  the  accessions  to  the  General 
Act,  like  the  Italian  proposal  for  an  armaments  truce  and  the  General 
Convention  to  Improve  the  Means  of  Preventing  War,  must  be  as¬ 
signed  to  the  credit  side  of  the  sheet ;  and  since,  in  that  year,  credit 
items  were  few  and  far  to  seek,  these  constructive  transactions, 
modest  and  unexciting  as  they  were  in  comparison  with  the  ominous 
events  which  were  shaking  Society  to  its  foundations,  deserve  a  place 
in  a  record  of  international  affairs. 

(ii)  The  General  Act  for  the  Pacific  Settlement  of 
International  Disputes. 

The  genesis  and  nature  of  the  General  Act,  which  was  approved  by 
the  Assembly  of  the  League  of  Nations  on  the  26th  September,  1928, 
have  been  described  in  a  previous  volume.1  It  will  be  sufficient  here  to 
recall  that  the  instrument  was  divided  into  four  chapters.  Chapter  I 
provided  for  conciliation  in  respect  of  disputes  of  every  kind  which 
it  had  not  been  possible  to  settle  by  diplomacy ;  Chapter  II  for  sub¬ 
mission  to  the  Permanent  Court  of  International  Justice,  or  to  a 
special  arbitral  tribunal,  of  all  disputes  ‘with  regard  to  which  the 
parties  are  in  conflict  as  to  their  respective  rights’ ;  and  Chapter  III 
for  submission  to  an  arbitral  tribunal  of  any  disputes  in  respect  of 
which  the  conciliation  procedure  provided  for  in  Chapter  I  had  failed 
to  bring  about  a  settlement.  Chapter  IV  contained  general  provisions 
and  gave  signatories  the  power  to  make,  at  the  time  of  accession, 
reservations  excluding  from  the  procedure  laid  down  in  the  Act: 
(a)  disputes  arising  out  of  facts  prior  to  the  accession  ;  ( b )  disputes  con¬ 
cerning  questions  solely  within  the  domestic  jurisdiction  of  states ; 
(c)  disputes  concerning  ‘particular  cases  or  clearly  specified  subject- 
matters,  such  as  territorial  status,  or  disputes  falling  within  clearly 
defined  categories’. 

The  effect  of  accession  to  the  General  Act  as  a  whole  was  described 
by  the  British  Foreign  Minister  in  1930  as  follows:2 

Justiciable  disputes  go,  under  Chapter  II,  to  the  Permanent  Court  of 

International  Justice  unless  the  parties  agree  to  have  recourse  to  a  special 

arbitral  tribunal  or  to  a  preliminary  procedure  of  conciliation.3 

1  The  Survey  for  1928,  Part  I  A,  section  (iii).  The  text  will  be  found  in 
Documents  on  International  Affairs,  1928. 

2  Quoted  from  the  ‘  Memorandum  on  the  Proposed  Accession  of  His  Majesty’s 
Government  in  the  United  Kingdom  to  the  General  Act  of  1928  for  the  Pacific 
Settlement  of  International  Disputes  ’  ( Miscellaneous  No.  8,  Cmd.  3805  of  1931). 

3  ‘Acceptance  of  Chapter  II  has,  therefore,  the  same  effect  as  acceptance 
of  the  Optional  Clause  subject  to  (i)  the  possibility  of  the  parties  availing 
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Non- justiciable  disputes  go,  under  Chapter  I  of  the  General  Act,  to 
a  permanent  or  special  conciliation  commission,  composed  of  five 
members,  one  chosen  by  each  of  the  parties  to  the  dispute  from  among 
their  respective  nationals,  and  three  appointed  by  agreement  from 
among  the  nationals  of  third  Powers.  There  are  provisions  for  the 
appointment  of  these  three  members  in  the  event  of  the  parties  failing 
to  agree.  If  a  settlement  is  not  reached  by  this  means,  the  dispute  goes, 
under  Chapter  III,  to  an  arbitral  tribunal  of  five  members,  chosen  in  a 
similar  manner  to  the  members  of  the  Conciliation  Commission.  The 
decision  of  this  tribunal  is  binding  on  the  parties. 

It  will  be  seen  that  the  Act  as  a  whole,  by  providing  for  the  sub¬ 
mission  of  disputes  of  every  kind  to  procedure  for  peaceful  settlement, 
constituted  the  machinery  which  was  required  to  implement  Article  2 
of  the  Treaty  of  the  27th  August,  1928,  for  the  Renunciation  of  War 
(the  ‘Kellogg  Pact’).1  It  was  recognized,  however,  that  the  time  had 
not  yet  come  when  all  states,  or  even  the  majority  of  them,  would  be 
prepared  to  accept  obligations  of  this  kind  without  qualification,  and 
that  they  might  be  reluctant,  in  particular,  to  bind  themselves,  in  the 
last  resort,  to  submit  disputes  of  a  political  nature  to  arbitration,  in 
accordance  with  the  provisions  of  Part  III  of  the  General  Act.  In 
order  not  to  discourage  states  which  were  unwilling  to  accept  the 
complete  system  from  taking  any  steps  in  the  desired  direction,  the 
General  Act  not  only  made  provision  for  specific  reservations,  but  also 
stipulated  that  accessions  might  be  made  either  to  the  Act  as  a  whole, 
or  to  Chapters  I  and  IV  (that  is,  to  the  provisions  relating  to  concilia¬ 
tion,  together  with  the  general  provisions),  or  to  Chapters  I,  II, 
and  IV  (that  is,  to  the  provisions  relating  to  conciliation  and  judicial 
settlement,  together  with  the  general  provisions). 

The  first  state  to  notify  its  acceptance  of  any  of  the  provisions  of 
the  General  Act  was  Sweden,  which  acceded  to  Chapters  I,  II,  and  IV 
on  the  13th  May,  1929.  Eive  days  later  Belgium  notified  her  accession 
to  the  Act  as  a  whole,  subject  to  the  reservation  that  disputes  arising 
out  of  facts  prior  to  accession  were  excluded.  In  the  course  of  the 
following  eighteen  months,  Denmark,  Norway  and  Finland  followed 
Belgium’s  example,  while  the  Netherlands  acceded  to  Chapters  I,  II, 
and  IV.  It  was  noteworthy  that  Norway  also  began  by  accepting 
Chapters  I,  II,  and  IV,  on  the  11th  June,  1929,  but  followed  this  up, 

themselves  of  the  two  alternative  procedures  mentioned  above  and  (ii)  a  differ¬ 
ence  of  wording,  which  is  not  considered  to  be  material,  between  the  definitions 
of  justiciable  disputes  in  the  two  instruments.’ 

1  Article  2  ran  as  follows:  ‘The  High  Contracting  Parties  agree  that  the 
settlement  or  solution  of  all  disputes  or  conflicts  of  whatever  nature  or  of 
whatever  origin  they  may  be  which  may  arise  between  them,  shall  never  be 
sought  except  by  pacific  means.’ 
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exactly  a  year  later,  by  acceding  to  Chapter  III  as  well.  Thus  the 
position  on  the  9th  September,  1930,  when  the  eleventh  session  of  the 
League  Assembly  opened,  was  that  four  states  were  bound  by  all 
the  provisions  of  the  Act,1  and  two  by  all  the  provisions  except  that 
for  arbitration  of  non- justiciable  disputes.  By  the  terms  of  Article  44, 
the  General  Act  was  to  come  into  force  ninety  days  after  the  receipt 
by  the  Secretariat  of  the  League  of  the  second  accession,  and  it  was  to 
remain  in  force  for  five  years  thereafter  (Art.  45).  The  second  acces¬ 
sion  (that  of  Belgium),  having  been  received  on  the  18th  May,  1929, 
the  General  Act  came  into  force  on  the  16th  August,  1929. 

It  will  be  seen  that  the  states  which  notified  their  accession  during 
the  first  two  years  of  the  General  Act’s  existence  did  not  include  any 
of  the  Great  Powers  and  that  most  of  them  belonged  to  that  group  of 
North  European  countries  whose  members  were  habitually  found  in 
the  forefront  of  movements  for  the  peaceful  settlement  of  disputes. 

The  first  of  the  Great  Powers  to  announce  its  intention  of  accepting 
the  General  Act  was  France.  On  the  13th  June,  1930,  the  Chamber 
of  Deputies,  by  578  votes  to  12,  adopted  a  bill  ratifying  the  French 
signature  of  the  ‘  Optional  Clause  ’  of  the  Statute  of  the  Permanent 
Court  of  International  Justice2  and  authorizing  the  Government  to 
accede  to  all  the  provisions  of  the  General  Act  subject  to  certain 
reservations.3  Disputes  arising  out  of  facts  prior  to  accession  and 
disputes  over  questions  recognized  by  the  Permanent  Court  as  be¬ 
longing  to  the  domestic  jurisdiction  of  a  state  were  to  be  excluded, 
and  it  was  to  be  made  clear  that  differences  which  the  parties,  or 
one  of  them,  had  referred  to  the  Council  of  the  League  should  not 
be  submitted  to  the  procedures  laid  down  in  the  Act  unless  the 
Council  had  been  unable  to  pronounce  a  decision  under  the  conditions 
laid  down  in  Article  15,  paragraph  6,  of  the  Covenant  (that  is,  unless 
the  Council  had  ‘  failed  to  reach  a  report  which  is  unanimously  agreed 
to  by  the  members  thereof,  other  than  the  representatives  of  one  or 
more  of  the  parties  to  the  dispute’).4  Moreover,  at  the  time  of 

1  Denmark,  Norway,  and  Finland  had  made  no  reservations  on  accession. 

2  See  the  Survey  for  1928,  pp.  80-1. 

3  The  bill  originally  submitted  to  the  Chamber  by  Monsieur  Briand  had 
provided  for  numerous  reservations,  but  most  of  these  were  dropped  in  the 
course  of  the  bill’s  passage  through  the  Chamber. 

4  Article  15,  paragraph  6,  of  the  Covenant  of  the  League  of  Nations.  The 
possibility  of  reserving  disputes  which  had  been  submitted  to  the  League 
Council  was  inherent  in  paragraph  2  (c)  of  Article  39  of  the  General  Act,  which 
permitted  reservations  excluding  ‘disputes  concerning  particular  cases  or 
clearly  specified  subject  matters,  such  as  territorial  cases,  or  disputes  falling 
within  clearly  defined  categories.'  For  the  similar  reservation  made*  by  the 
British  Empire  see  p.  251  below. 
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accession,  the  French  Government  would  place  on  record  their  inter¬ 
pretation  of  Article  28  of  the  General  Act  (‘If  nothing  is  laid  down 
in  the  special  agreement1  or  no  special  agreement  has  been  made, 
the  Tribunal  shall  apply  the  rules  in  regard  to  the  substance  of  the 
dispute  enunciated  in  Article  38  of  the  Statute  of  the  Permanent 
Court  of  International  Justice.2  In  so  far  as  there  exists  no  such  rule 
applicable  to  the  dispute,  the  Tribunal  shall  decide  ex  aequo  et  bono .’) 
The  French  interpretation  of  this  article  was  that  ‘  respect  for  rights 
established  by  treaty  or  resulting  from  international  law’  would  be 
obligatory  upon  arbitral  tribunals  constituted  in  application  of 
Chapter  III  of  the  Act.  The  size  of  the  majority  by  which  the  bill 
was  adopted  by  the  Chamber  was  perhaps  in  itself  a  sufficient  indica¬ 
tion  that  the  reservations  attached  to  accession  were  generally  held 
to  rule  out  the  possibility  that  France  might  lose  her  case  if  a  dispute 
arising  out  of  the  peace  settlement  were  to  go  before  an  Arbitral 
Tribunal  under  the  terms  of  Chapter  III  of  the  General  Act.  In  other 
words,  it  was  considered  that  France’s  accession  to  the  General  Act 
would  make  Germany’s  hopes  of  an  ultimate  revision  of  the  Peace 
Treaty  more,  and  not  less,  difficult  of  attainment.3  It  was  also  signi¬ 
ficant  that  both  Monsieur  Briand  and  Monsieur  Paul-Boncour,  who 
made  the  principal  speeches  in  support  of  the  bill,  referred  to  the 
insufficiency  of  arbitration,  as  a  means  of  bringing  about  security, 
unless  it  were  strengthened  by  a  system  of  sanctions.  Monsieur 
Briand  was  warmly  applauded  when  he  declared  that,  until  the 
moment  came  when  ‘  des  sanctions  auront  ete  attachees  a  la  violation 
des  engagements  contractes  et  des  sentences  rendues’,  France  would 
not  have  ‘le  droit  de  renoncer  a  sa  propre  securite’. 

The  French  accession  to  the  General  Act  had  not  taken  effect  when 
the  eleventh  session  of  the  League  Assembly  opened,  since  the  Senate 
had  as  yet  taken  no  action  on  the  bill.  During  the  Assembly  two 

1  i.e.,  the  special  agreement  ‘determining  the  subject  of  the  dispute  and  the 
details  of  procedure’  in  cases  where  conciliation  had  failed  and  arbitral  pro¬ 
cedure  came  into  force. 

2  Article  38:  ‘The  Court  shall  apply:  (1)  international  conventions,  whether 
general  or  particular,  establishing  rules  expressly  recognized  by  the  contesting 
states;  (2)  international  custom  as  evidence  of  a  general  practice  accepted  as 
law ;  (3)  the  general  principles  of  law  recognized  by  civilized  nations ;  (4)  subject 
to  the  provisions  of  Article  59,  judicial  decisions  and  the  teachings  of  the  most 
highly  qualified  publicists  of  the  various  nations  as  subsidiary  means  for  the 
determination  of  rules  of  law.  This  provision  shall  not  prejudice  the  power  of 
the  Court  to  decide  a  case  ex  aequo  et  bono,  if  the  parties  agree  thereto.’ 

3  It  may  be  noted  that  the  school  of  thought  which  was  represented  by 
‘Pertinax’  of  the  Echo  de  Paris  took  the  view  that  disputes  concerning  the 
peace  settlement  would  be  covered,  in  any  case,  by  the  reservation  of  differences 
arising  out  of  facts  prior  to  accession. 
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more  accessions  to  all  the  provisions  of  the  Act  were  notified — those 
of  Luxembourg  and  Spain1 — and  on  the  11th  September  the  British 
Foreign  Minister,  Mr.  Arthur  Henderson,  announced  that  his  Govern¬ 
ment  were  ‘favourably  disposed  towards  the  principle  of  the  General 
Act’  and  that  they  intended  to  discuss  the  desirability  of  accession 
with  the  Dominions  at  the  Imperial  Conference  which  was  to  be  held 
in  October  and  November  1930. 

The  Imperial  Conference  duly  examined  the  question  of  accession 
to  the  General  Act  and  reached  conclusions  which  were  set  out  as 
follows  in  the  official  summary  of  the  proceedings  of  the  Conference  :2 

The  Conference,  having  considered  the  provisions  of  the  General  Act 
for  the  Pacific  Settlement  of  International  Disputes,  approved  the 
general  principles  underlying  the  Act.  The  representatives  of  the 
United  Kingdom,  Canada,  the  Commonwealth  of  Australia,  New 
Zealand,  the  Irish  Free  State,  and  India,  intimated  that  it  was  proposed 
to  commend  the  General  Act  to  the  appropriate  authority  with  a  view 
to  accession  on  conditions  mainly  similar  to  those  attached  to  their 
respective  acceptances  of  the  Optional  Clause ;  in  particular,  the  reserva¬ 
tion  regarding  questions  which  by  international  law  fall  within  the 
domestic  jurisdiction  of  the  parties  would  be  retained  by  those  Members 
of  the  Commonwealth  who  had  adopted  it  in  accepting  the  Optional 
Clause,  in  view  of  the  importance  attached  by  many  of  His  Majesty’s 
Governments  to  certain  matters,  such  as  immigration,  which  are  solely 
within  their  domestic  jurisdiction.  The  representatives  of  the  Union  of 
South  Africa  intimated  that  His  Majesty’s  Government  in  the  Union 
were  not  opposed  to  the  principle  of  the  General  Act,  but  that  the  Act 
would  be  further  examined  by  that  Government  before  they  could  arrive 
at  a  final  decision,  as  some  time  would  be  required  for  a  study  of  certain 
questions  involved. 

Thereafter,  on  the  23rd  February,  1931,  Mr.  Henderson  issued  a 
‘Memorandum  on  the  Proposed  Accession  of  His  Majesty’s  Govern¬ 
ment  in  the  United  Kingdom  to  the  General  Act’,3  in  which  he  gave 
an  outline  of  the  origins  and  provisions  of  the  General  Act  and 
summarized  the  reasons  why  H.M.  Government  considered  accession 
to  be  desirable.  The  principal  reason  adduced  was  that  ‘the  signature 
of  the  Optional  Clause  was  ...  a  logical  consequence  of  the  acceptance 
of  the  Pact  of  Paris.  Accession  to  the  General  Act  is  only  a  further 
and  equally  logical  consequence.  For,  whereas  the  Optional  Clause 
provided  for  a  definite  solution  of  disputes  of  a  justiciable  nature, 
accession  to  the  General  Act  will  provide  a  means  of  settlement  of 
every  class  of  dispute.’  In  addition,  Mr.  Henderson  urged  that  if  the 

1  Luxembourg  made  no  reservations,  but  Spain  excluded  disputes  arising 
out  of  facts  prior  to  accession,  and  also  those  concerning  questions  within  the 
domestic  jurisdiction  of  states.  2  Cmd.  3717  of  1930,  p.  38. 

3  Extracts  from  this  memorandum  are  printed  in  Documents  on  International 
Affairs,  1931. 
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efforts  which  were  being  made  to  amend  the  Covenant  so  as  to  bring 
it  into  harmony  with  the  Pact  of  Paris1  were  successful,  war  between 
members  of  the  League  would  be  ‘totally  excluded  as  a  means  of 
settling  international  disputes.  But  international  disputes  cannot 
settle  themselves  .  .  .  and  international  relations  would  obviously 
become  impossible  in  the  absence  of  any  alternative  method  to  war 
for  dealing  with  such  disputes  between  sovereign  states  as  are  in¬ 
capable  of  solution  by  normal  diplomatic  means.  Such  a  method  is 
provided  by  the  General  Act’.  Mr.  Henderson  went  on  to  point  out 
that  while  ‘in  principle,  the  desirability  of  accession  is  clear,  it  is 
equally  clear  that  His  Majesty’s  Government  in  the  United  Kingdom 
can  only  accede  on  certain  definite  conditions’.  The  conditions 
recommended  were  as  follows : 

(1)  That  the  following  disputes  are  excluded  from  the  procedure 
described  in  the  General  Act,  including  the  procedure  of  conciliation : 

( 1 )  Disputes  arising  prior  to  the  accession  of  His  Majesty  to  the  said 
General  Act  or  relating  to  situations  or  facts  prior  to  the  said  accession ; 

(ii)  Disputes  in  regard  to  which  the  parties  to  the  dispute  have  agreed 
or  shall  agree  to  have  recourse  to  some  other  method  of  peaceful  settlement ; 

(Hi)  Disputes  between  His  Majesty’s  Government  in  the  United 
Kingdom  and  the  Government  of  any  other  member  of  the  League  which 
is  a  member  of  the  British  Commonwealth  of  Nations,  all  of  which  dis¬ 
putes  shall  be  settled  in  such  manner  as  the  parties  have  agreed  or  shall 
agree ; 

(iv)  Disputes  concerning  questions  which  by  international  law  are 
solely  within  the  domestic  jurisdiction  of  States  ;  and 

(v)  Disputes  with  any  party  to  the  General  Act  who  is  not  a  Member 
of  the  League  of  Nations. 

(2)  That  His  Majesty  reserves  the  right  in  relation  to  the  disputes 
mentioned  in  Article  17  of  the  General  Act  to  require  that  the  procedure 
described  in  Chapter  II  of  the  said  Act  shall  be  suspended  in  respect  of 
any  dispute  which  has  been  submitted  to  and  is  under  consideration  by 
the  Council  of  the  League  of  Nations,  provided  that  notice  to  suspend  is 
given  after  the  dispute  has  been  submitted  to  the  Council  and  is  given 
within  ten  days  of  the  notification  of  the  initiation  of  the  procedure,  and 
provided  also  that  such  suspension  shall  be  limited  to  a  period  of 
twelve  months  or  such  longer  period  as  may  be  agreed  by  the  parties  to 
the  dispute  or  determined  by  a  decision  of  all  the  members  of  the 
Council  other  than  the  parties  to  the  dispute. 

(3)  — (i)  That,  in  the  case  of  a  dispute,  not  being  a  dispute  mentioned 
in  Article  17  of  the  General  Act,  which  is  brought  before  the  Council  of 
the  League  of  Nations  in  accordance  with  the  provisions  of  the  Covenant, 
the  procedure  described  in  Chapter  I  of  the  General  Act  shall  not  be 
applied,  and,  if  already  commenced,  shall  be  suspended,  unless  the 
Council  determines  that  the  said  procedure  shall  be  adopted. 

(ii)  That  in  the  case  of  such  a  dispute  the  procedure  described  in 

1  This  question  will  be  dealt  with  in  a  future  volume. 
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Chapter  III  of  the  General  Act  shall  not  be  applied  unless  the  Council 
has  failed  to  effect  a  settlement  of  the  dispute  within  twelve  months 
from  the  date  on  which  it  was  first  submitted  to  the  Council,  or,  in  a  case 
where  the  procedure  prescribed  in  Chapter  I  has  been  adopted  without 
producing  an  agreement  between  the  parties,  within  six  months  from 
the  termination  of  the  work  of  the  Conciliation  Commission.  The 
Council  may  extend  either  of  the  above  periods  by  a  decision  of  all  its 
members  other  than  the  parties  to  the  dispute. 

The  disputes  excluded  from  the  procedure  laid  down  in  the  General 
Act,  under  paragraph  (1),  (i)-(iv),  above,  were  also  excluded  from 
the  compulsory  jurisdiction  of  the  Permanent  Court  of  International 
Justice  by  reservations  made  on  behalf  of  the  United  Kingdom  and 
all  the  Dominions  except  the  Irish  Free  State  at  the  time  of  their 
accession  to  the  Optional  Clause  of  the  Court’s  Statute  in  September 
1929  J  and  on  that  occasion,  also,  the  Governments  concerned  had 
stipulated  that,  in  the  case  of  disputes  which  were  referred  to  the 
League  Council,  proceedings  before  the  Council  should  take  prece¬ 
dence  of  proceedings  before  the  Court.  As  has  been  seen,  the  French 
Government  also  intended  to  safeguard  their  right  of  submitting 
political  disputes,  in  the  first  place,  to  the  League  of  Nations. 

On  the  9th  March,  1931,  a  debate  on  the  question  of  accession  to 
the  General  Act  took  place  in  the  House  of  Commons  at  Westminster. 
In  moving  ‘that  this  House  approves  of  accession’  Mr.  Henderson 
emphasized  the  importance  of  accepting  the  General  Act  as  a  pre¬ 
liminary  step  to  the  Disarmament  Conference  which  was  fo  be  held 
in  February  1932.  A  Conservative  amendment,  declining  to  accept 
the  General  Act,  ‘which  diminishes  the  authority  of  the  Council  of 
the  League  and  substitutes  a  procedure  tending  to  encourage  inter¬ 
national  disputes’,  was  moved  by  Sir  Austen  Chamberlain,  who 
declared  that  if  the  British  Government  acceded  to  the  Act  they 
would  be  ‘sending  to  a  tribunal  of  the  same  character  as  the  Per¬ 
manent  Court  but  of  less  authority  the  very  class  of  case  which  ought 
to  go  to  the  Council’.2  The  Conservative  amendment  was  defeated 
by  231  votes  to  139,  and  the  motion  for  approval  of  accession  was 
then  carried  without  a  division. 

1  See  the  Survey  for  1929,  Part  I  A,  section  (v). 

2  For  other  criticisms  of  the  General  Act,  see  an  article  by  Professor  Brierly 
in  The  British  Year  Book  of  International  Law  for  1930,  and  letters  in  The  Times 
of  the  9th  March,  1931,  from  Sir  John  Fischer  Williams  and  Professor  H.  A. 
Smith.  Both  in  France  and  in  Great  Britain,  critics  of  the  General  Act  were 
divided,  broadly  speaking,  into  two  schools:  those  who  held  that  accession 
would  commit  their  respective  Governments  to  too  much — in  particular,  to  the 
arbitration  of  political  disputes  in  which  they  had  ‘  vital  interests  ’ — and  those 
who  held  that  the  General  Act  imposed  no  obligation  which  had  not  already 
been  accepted,  and  that  accession  would  therefore  be  meaningless. 
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On  the  21st  May,  1931,  during  the  sixty- third  session  of  the 
Council,  Mr.  Henderson  deposited  with  the  League  Secretariat  instru¬ 
ments  of  accession  to  the  General  Act,  subject  to  the  reservations 
quoted  above,  on  behalf  of  the  United  Kingdom,  Australia  and  New 
Zealand.  The  instrument  of  accession  on  behalf  of  India  was  de¬ 
posited  at  the  same  time  by  Sir  Atul  Chatterjee.  The  Canadian 
House  of  Commons  had  unanimously  passed  a  resolution  approving 
of  accession  on  the  15th  May,  but  the  instrument  was  not  formally 
deposited  until  the  1st  July,  1931. 1 

In  the  meantime  the  bill  authorizing  the  French  Government  to 
accede  to  the  General  Act  had  passed  the  Senate  on  the  5th  March, 
1931,  with  a  mere  handful  of  dissentients,  after  a  debate  in  which 
stress  was  laid,  as  it  was  by  Mr.  Henderson  at  Westminster  on  the 
9th  March,  on  the  importance  of  accession  to  the  General  Act  as 
a  measure  of  preparation  for  the  Disarmament  Conference.  The  pro¬ 
cess  of  obtaining  Parliamentary  approval  of  the  proposal  for  accession 
was  thus  completed  in  France  four  days  earlier  than  it  was  in  Great 
Britain,  but  Monsieur  Briand,  like  Mr.  Henderson,  postponed  the 
formal  act  of  depositing  the  instrument  of  accession  until  the  Council 
was  in  session.  On  the  21st  May,  Monsieur  Briand,  speaking  im¬ 
mediately  after  Mr.  Henderson,  made  ‘the  symbolic  gesture  of 
handing  to  the  Secretary-General  of  the  League  of  Nations  the 
instrument  of  France’s  accession  to  the  General  Act  of  Arbitration’. 
The  conditions  of  France’s  accession2  were  set  out  in  an  accom¬ 
panying  declaration. 

Monsieur  Briand  was  followed  in  his  turn  by  Signor  Grandi,  who 
announced  that  ‘Italy’s  moral  accession  to  the  General  Act  was 
already  a  fact  ’  and  that  the  formal  act  of  accession  would  follow  as 
soon  as  the  Senate  had  given  its  approval.3 

The  ‘exceptional  significance’  of  the  ‘announcement  by  these 
important  countries  of  their  accession  to  the  idea  of  arbitration  ’  was 
emphasized  in  a  short  speech  by  the  German  Foreign  Minister, 
Dr.  Curtius,  who  was  acting  as  President  of  the  Council  during  its 
sixty-third  session.  The  significance  would  have  been  even  greater 
had  Dr.  Curtius  been  in  a  position  to  announce  the  forthcoming 

1  The  Union  of  South  Africa  does  not  appear  to  have  taken  steps  towards 
acceding  to  the  General  Act  up  to  the  time  of  writing.  The  Government  of  the 
Irish  Free  State  acceded  on  the  26th  September,  1931,  and,  as  in  the  case  of 
the  Optional  Clause,  their  accession  was  not  made  subject  to  any  reservation. 

2  See  pp.  248-9  above. 

3  The  deposit  of  the  instrument  of  accession  on  behalf  of  Italy  actually  took 
place  on  the  9th  September,  1931.  By  the  end  of  the  year  1931,  the  total 
number  of  accessions  to  the  General  Act  was  18. 
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accession  of  his  own  Government  to  the  General  Act,  but,  as  his 
hearers  were  well  aware,  the  German  Government  had  hitherto  shown 
no  intention  of  taking  a  step  which,  in  the  eyes  of  many  Germans, 
merely  set  one  obstacle  the  more  in  the  way  of  any  revision  of  the 
Peace  Treaty.1 

(iii)  The  General  Convention  to  Improve  the  Means 
of  Preventing  War. 

The  General  Convention  to  Improve  the  Means  of  Preventing  War, 
which  was  opened  for  signature  during  the  twelfth  session  of  the 
League  Assembly  in  September  1931,  had  its  origin  in  a  proposal 
submitted  by  the  German  Government  to  the  Committee  on  Arbitra¬ 
tion  and  Security  in  192 8. 2  The  original  proposal  was  that,  in  order 
to  strengthen  the  powers  possessed  by  the  Council  under  Article  1 1 
of  the  Covenant,  a  protocol  or  agreement  should  be  drawn  up  binding 
states  signatories  to  accept  the  Council’s  recommendations  in  cases 
where  a  dispute  threatened  to  develop  into  active  hostilities.  The 
members  of  the  Committee  on  Arbitration  and  Security  at  that  time, 
however,  decided  against  a  general  agreement  on  these  lines,  and  the 
Committee  produced  instead  a  Model  Treaty  to  Strengthen  the  Means 
of  Preventing  War  which  was  recommended  to  the  consideration  of 
states  members  of  the  League  by  the  Assembly  in  a  resolution  of  the 
26th  September,  1928.  States  which  entered  into  treaties  on  this 
model  would  undertake,  in  the  event  of  a  dispute  between  them 
coming  before  the  Council,  to  refrain  from  any  steps  which  might 
aggravate  or  extend  the  dispute,  to  carry  out  any  provisional  sug¬ 
gestions  made  by  the  Council  with  a  view  to  the  prevention  of 
measures  likely  to  prejudice  a  settlement,  and  to  comply  with  the 
suggestions  of  the  Council  for  the  cessation  of  hostilities  if  the  dispute 
should  reach  that  stage. 

This  model  treaty  was  duly  submitted  to  Governments  for  their 
consideration,  but  during  the  next  twelve  months  only  two  Govern¬ 
ments,  those  of  Rumania  and  of  the  Netherlands,  signified  approval 
of  the  principles  embodied  in  the  draft.  During  the  tenth  session 
of  the  League  Assembly  in  September  1929,  the  British  Foreign 
Minister,  Mr.  Arthur  Henderson,  took  the  initiative  in  proposing  that 
an  attempt  should  be  made  to  develop  the  model  treaty  into  a  general 

1  The  Frankfurter  Zeitung  of  the  22nd  May,  1931,  in  commenting  on  the 
proceedings  at  Geneva  on  the  previous  day,  remarked  that  Chapter  III  of  the 
General  Act  was  ‘good  for  satisfied  states,  but  worth  nothing  for  countries  like 
Germany,  which  hope  for  the  possibility  of  revision  of  the  Peace  Treaties’. 

2  See  the  Survey  for  1928,  pp.  88-9  and  92. 
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agreement.  The  Assembly  approved  this  proposal,  and  the  question 
was  accordingly  placed  on  the  agenda  for  the  fourth  session  of  the 
Committee  on  Arbitration  and  Security,  which  was  held  in  Geneva 
on  the  28th  April- 9th  May,  1930. 

The  task  of  producing  a  general  convention  was  not  expected  to 
prove  easy,  for  the  proposal  raised  questions  of  principle  on  which 
there  would  almost  certainly  be  decided  differences  of  opinion.  The 
effect  of  the  proposed  convention,  if  and  when  it  came  into  being, 
would  be  to  substitute  a  precise  juridical  obligation  for  the  general 
obligation,  which  was  imposed  upon  states  members  of  the  League 
by  the  Covenant,  to  accept  the  suggestions  made  by  the  Council  in 
connexion  with  any  dispute  in  which  they  might  become  involved. 
The  Council,  instead  of  having  to  depend  upon  the  force  of  public 
opinion  to  secure  acceptance  of  its  suggestions,  would  be  empowered 
to  order  disputants  who  were  signatories  of  the  convention  to  take 
certain  clearly  defined  steps,  including  the  withdrawal  of  troops,  and 
the  disputants  would  have  pledged  themselves  in  advance  to  obey 
the  order.  There  remained,  however,  the  possibility  that  a  signatory 
state  which  agreed  to  carry  out  the  measures  recommended  might 
in  practice  refrain  from  taking  the  steps  to  put  them  into  effect  unless 
it  was  subject  to  some  kind  of  control  or  supervision.  There  was  also 
the  possibility  that  a  signatory  state  might  refuse  outright  to  honour 
its  obligations  and  to  adopt  the  Council’s  recommendations — a  pos¬ 
sibility  which  raised  the  question  whether,  and  if  so  how,  the  Council 
was  to  enforce  its  decisions  against  the  will  of  the  recalcitrant  state. 
Experience  had  proved  that  on  this  question  of  ‘  sanctions  ’  unanimity 
was  extremely  difficult  to  attain. 

The  adoption  of  a  system  of  supervision  and  of  sanctions  in  con¬ 
nexion  with  the  proposed  convention  was  strongly  advocated,  during 
the  fourth  session  of  the  Committee  on  Arbitration  and  Security,  by 
the  representatives  of  France  and  of  Poland.  The  British,  Italian 
and  Japanese1  delegates  saw  difficulties  in  any  system  of  supervision, 
and  the  opposition  was  still  stronger  in  regard  to  the  proposed 
application  of  sanctions  against  a  state  which  did  not  carry  out  its 
obligations.  Lord  Cecil,  who  was  the  British  representative  on  the 
Committee,  pointed  out  that  progress  in  the  direction  of  an  ideal 
system  of  security  must  necessarily  be  gradual,  and  he  appealed  to 
France  and  Poland  not  to  block  the  modest  but  not  unimportant 
step  forward  which  the  convention  represented  by  standing  out  for 

1  Throughout  the  discussions  on  the  draft  convention  the  representatives 
of  Japan  took  the  line  that  special  regional  agreements  would  be  preferable  to 
a  general  convention. 
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provisions  which  could  not  be  expected  to  meet  with  general 
acceptance. 

A  similar  division  of  opinion  appeared  in  the  debate  on  a  proposal 
that  the  votes  of  the  parties  to  a  dispute  should  not  be  counted  when 
the  Council  had  to  decide  on  preventive  measures  in  accordance  with 
the  terms  of  the  convention.  The  representatives  of  Great  Britain, 
Germany  and  Japan  thought  that  the  rule  of  unanimity  which  was 
in  force  under  Article  11  of  the  Covenant  ought  to  be  maintained, 
so  that  the  Council  would  only  be  able  to  take  measures  which  both 
parties  to  the  dispute  were  willing  to  accept.  On  the  other  hand, 
the  representatives  of  France  and  Poland,  supported,  this  time,  by 
the  representatives  of  Spain  and  Sweden,  held  that  the  maintenance 
of  the  rule  of  unanimity  would  deprive  the  convention  of  any 
value. 

The  least  contentious  article  of  the  model  treaty  which  formed  the 
basis  of  discussion  was  that  binding  the  signatories  ‘to  accept  and 
apply  the  conservatory  measures  of  a  non-military  character  relating 
to  the  substance  of  the  dispute  ’  which  the  Council  might  recommend 
with  a  view  to  preventing  the  aggravation  of  the  dispute.  These 
provisions  were  accepted  without  difficulty,  but  it  proved  impossible 
to  reach  agreement  in  regard  to  the  more  or  less  compulsory  character 
of  the  military  measures  which  might  be  recommended  by  the  Coun¬ 
cil.1  The  Committee  finally  abandoned  the  attempt  to  agree  on  a 
single  text  of  the  more  controversial  articles  of  the  treaty,  and  con¬ 
tented  itself  with  adopting,  on  the  9th  May,  a  preliminary  draft 
convention  in  which  alternative  proposals  were  set  out  in  parallel 
columns,  A  and  B. 

The  preliminary  draft  convention  produced  by  the  Committee  on 
Arbitration  and  Security  came  before  the  Assembly  during  its 
eleventh  session  in  September  1930  and  was  discussed  by  the  Third 
Committee.  In  regard  to  the  military  measures  to  be  taken  by  the 

1  Lord  Cecil  submitted  an  amendment  to  the  article  dealing  with  military 
measures  winch  was  designed  to  facilitate  the  application  of  such  measures  in 
cases  where  ‘hostile  acts’  had  been  committed  though  ‘hostilities’  had  not 
actually  broken  out.  Lord  Cecil  mentioned  the  incident  on  the  Graeco- 
Bulgarian  frontier  in  1925  and  the  Italian  occupation  of  Corfu  in  1923  as  cases 
of  ‘hostile  acts’  which  did  not  amount  to  war  but  which  needed  prompt  hand¬ 
ling  if  they  were  not  to  develop  into  war.  The  Polish  delegate,  Monsieur  Sokal, 
opposed  the  British  amendment  on  the  ground  that  the  creation  of  an  inter¬ 
mediate  state  between  peace  and  war  might  give  rise  to  dangerous  misunder¬ 
standings.  The  members  of  the  Committee  who  took  part  in  this  debate  in 
May  1930  did  not,  of  course,  anticipate  that  within  two  years  a  state  member 
of  the  League  and  of  the  Council  would  prove  to  the  world  the  practicability  of 
conducting  hostilities  on  a  large  scale  in  the  territory  of  another  state  without 
any  declaration  of  war. 
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Council,  compromise  proposals  were  submitted  by  the  British,  and 
German  delegations  which  appeared  to  increase  the  chances  of  agree¬ 
ment  so  far  as  that  part  of  the  convention  was  concerned.  In  the 
matter  of  supervision  of  the  execution  of  the  convention,  also,  it 
seemed  probable  that  the  differences  between  the  drafts  could  be 
reconciled ;  but  the  question  of  sanctions  presented  greater  difficulties. 
The  French  delegate  made  it  clear  that  his  Government  still  attached 
great  importance  to  the  organization  of  a  system  under  which  a  state 
which  violated  the  provisions  of  the  convention  would  be  subjected 
to  automatic  sanctions,  but  the  opposition  to  any  extension  of  the 
system  of  sanctions  beyond  that  provided  by  the  Covenant  was  no 
less  strong  in  the  Third  Committee  than  it  had  been  in  the  Committee 
on  Arbitration  and  Security.  After  a  general  discussion,  the  Third 
Committee  appointed  a  sub -committee  to  examine  various  questions 
which  had  been  raised  and  to  see  what  measure  of  agreement  was 
now  possible.  The  sub -committee  found  it  impossible  to  produce  a 
single  text  of  the  convention,  but  it  was  able  to  record  general 
agreement  in  regard  to  the  ‘  conservatory  measures  of  a  non-military 
character’  and  in  regard  to  certain  other  principles.  The  sub¬ 
committee  pointed  out,  however,  that  the  translation  of  these  prin¬ 
ciples  into  the  terms  of  a  general  convention  would  call  for  prolonged 
study,  and  suggested  that  the  Council  should  be  asked  to  appoint 
a  special  committee  for  the  purpose.  The  Third  Committee  accepted 
its  sub-committee’s  conclusions  and  the  Assembly  adopted  a  resolu¬ 
tion  on  the  30th  September  asking  the  Council  to  appoint  the  pro¬ 
posed  special  committee. 

On  the  23rd  January,  1931,  the  Council  duly  appointed  a  special 
committee  to  draft  the  convention.  The  committee,  which  was  com¬ 
posed  of  representatives  of  thirteen  states — -Chile,  France,  Germany, 
Great  Britain,  Greece,  Guatemala,  Italy,  Japan,  Jugoslavia,  Nether¬ 
lands,  Norway,  Poland  and  Spain — met  at  Geneva  on  the  11th  May, 
1931,  and  elected  Monsieur  Politis,  the  Greek  representative,  as  its 
chairman.  As  soon  as  the  discussion  opened  there  were  indications 
that  a  spirit  of  conciliation  was  in  the  ascendant,  and  the  readiness 
shown  by  the  advocates  of  different  views  to  give  and  take  conces¬ 
sions  made  it  possible  for  agreement  to  be  reached.  A  formula  was 
finally  accepted  in  respect  of  supervision,  according  to  which  the 
Council  might  ‘appoint  commissioners  for  the  sole  purpose  of  veri¬ 
fying  on  the  spot  the  execution  of  the  conservatory  measures  of 
a  military  character  recommended  by  the  Council’.  Such  commis¬ 
sioners  were  not  to  ‘make  a  more  extensive  inspection  than’  was 
‘necessary  to  enable  them  to  carry  out  the  duty’  defined  above.  In 

s 
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regard  to  the  exclusion  of  the  interested  parties  from  votes  on  the 
Council,  Lord  Cecil  withdrew  the  objections  which  he  had  urged 
originally,  and  an  innovation  of  great  potential  importance  was  thus 
written  into  the  terms  of  the  convention.  In  regard  to  sanctions,  the 
final  draft1  stipulated  that  ‘if  any  violation  of  the  measures’  pre¬ 
scribed  by  the  Council  ‘is  noted  by  the  Council  and  continues  in 
spite  of  its  injunctions,  the  Council  shall  consider  what  means  of  all 
kinds  are  necessary  to  ensure  the  execution  of  the  present  conven¬ 
tion’;  and  that  ‘should  war  break  out  as  a  consequence  of  this 
violation,  such  violation  shall  be  regarded  by  the  High  Contracting 
Parties  as  prima  facie  evidence  that  the  party  guilty  thereof  has 
resorted  to  war  within  the  meaning  of  Article  16  of  the  Covenant’. 

There  was  also  a  certain  amount  of  discussion  on  the  question 
whether  the  convention  should  apply  in  cases  where  war  had  actually 
begun  or  only  in  cases  of  a  threat  of  war.  The  final  decision  was  that 
it  was  unnecessary  to  make  provision  for  cases  of  war,  since  as  soon 
as  hostilities  had  actually  begun  the  provisions  of  Article  16  would 
apply. 

On  the  14th  May  the  Committee  was  able  to  adopt  a  draft  con¬ 
vention  for  submission  to  the  next  session  of  the  Assembly.  The 
adoption  was  by  a  unanimous  vote,  but  the  Japanese  representative 
abstained  from  voting,  and  the  Polish  representative  reserved  the 
right  to  raise  on  a  subsequent  occasion  the  question  of  including  in 
the  convention  provisions  which  would  permit  the  Council  to  inter¬ 
vene  in  all  cases  of  the  violation  of  international  engagements 
susceptible  of  endangering  the  peace  of  the  world — such,  for  instance, 
as  violations  of  engagements  regarding  the  state  of  armaments.2 

The  Third  Committee  of  the  Assembly  in  September  1931  made 
certain  drafting  amendments  in  the  text  of  the  convention  but  did 
not  alter  its  provisions  in  substance,  and  on  the  26th  September  the 
Assembly  adopted  a  resolution  approving  the  text  of  the  convention3 
and  opening  it  for  signature  until  the  2nd  February,  1932  (the  date 
on  which  the  Disarmament  Conference  was  due  to  open).  Chile  and 
Japan  abstained  from  voting  in  favour  of  the  convention,  although 

1  The  Netherlands  delegation  asked  to  have  inserted  in  the  report  of  the 
Committee  a  reservation  to  the  article  dealing  with  sanctions,  hut  this  reserva¬ 
tion  was  withdrawn  when  the  convention  came  before  the  Assembly  in  the 
following  September. 

2  Poland  raised  this  point  in  the  course  of  the  discussion  in  the  Third  Com¬ 
mittee  of  the  Assembly,  but  the  Committee  considered  that  it  did  not  come 
within  the  scope  of  the  convention.  The  Polish  delegate  then  reserved  the 
right  to  raise  the  question  again  at  the  Conference  for  the  Reduction  and 
Limitation  of  Armaments. 

3  The  text  is  printed  in  Documents  on  International  Affairs,  1931. 
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their  representatives  had  taken  part  in  the  work  of  framing  it.1 
Before  the  twelfth  session  of  the  Assembly  ended  the  convention  had 
been  signed  by  Austria,  Colombia,  Greece,  Lithuania,  Norway,  Spain 
and  Uruguay,  while  France  and  Germany  had  signified  their  inten¬ 
tion  of  signing  before  the  2nd  February,  1932.  Germany,  but  not 
France,  duly  signed  the  convention  before  the  end  of  1931,  as  did 
seven  other  states — Belgium,  Denmark,  the  Netherlands,  Peru, 
Portugal,  Siam  and  Sweden.  The  signature  of  Luxembourg  followed 
on  the  2nd  February,  1932.  The  first  ratification,  that  of  Peru,  was 
notified  during  April  1932. 

(iv)  The  Anglo -Franco -Italian  Naval  Problem 
(April  1930-February  1932). 

In  the  foregoing  volume,2  an  account  has  been  given  of  the  attempt 
which  was  made,  during  the  London  Naval  Conference,  to  secure  the 
participation  of  France  and  Italy,  as  well  as  the  British  Empire, 
Japan  and  the  United  States,  in  Part  III  of  the  London  Naval 
Treaty,  which  provided  for  a  comprehensive  limitation  of  the  navies 
of  the  participant  states  on  an  agreed  ratio.  Owing  to  the  failure  of 
this  attempt,  the  obligations  of  Part  III  were  entered  into,  in  the 
first  instance,  by  the  three  ‘Principal5  or  ‘Oceanic5  Naval  Powers 
only,  and  this  tripartite  agreement  was  made  subject  to  the  safe¬ 
guarding  clause  embodied  in  Article  21. 3  The  situation  thus  created 
was  explained  on  the  10th  April,  1930,  in  the  House  of  Commons  at 
Westminster,  by  Mr.  Ramsay  MacDonald  in  the  following  terms : 

The  differences  in  the  naval  requirements  of  France  and  Italy  have 
proved  to  be  intricate,  and  have  not  so  far  been  resolved.  At  a  meeting 
early  this  evening  between  the  French,  the  Italian,  and  the  United 

1  The  Chilean  delegate  on  the  special  committee  does  not  appear  to  have 
withheld  his  approval  at  this  stage,  as  his  Japanese  colleague  did,  hut  the 
Chilean  representative  in  the  Third  Committee  explained  that  his  Government 
objected  to  the  convention  on  the  ground  that  it  increased  the  obligations 
imposed  by  the  Covenant.  As  has  been  mentioned  above,  the  attitude  of 
Japan  was  that  local  arrangements  would  be  preferable  to  a  general  agreement. 
Thus  Japan  did  not  apparently  contest  the  principle  of  strengthening  the 
powers  possessed  by  the  Council  under  Article  1 1  of  the  Covenant.  It  is  interest¬ 
ing  to  note,  however,  that  the  situation  in  which  the  Council  found  itself  in 
October  1931,  when  the  Manchurian  dispute  was  under  consideration  (see  the 
present  volume,  Part  IV,  section  (iii)  ( b )  (4)),  could  hardly  have  arisen  if  the 
Convention  to  Improve  the  Means  of  Preventing  War  had  then  been  in  force 
and  had  been  accepted  by  Japan;  under  the  terms  of  the  convention,  the 
Council’s  recommendations  for  the  withdrawal  of  Japanese  troops  would 
have  had  binding  force  and  the  provision  for  the  exclusion  of  the  votes  of 
interested  parties  would  have  prevented  Japan  from  exercising  her  right  of  veto. 

2  The  Survey  for  1930,  Part  I,  section  (ii). 

3  The  text  of  this  Article  will  be  found  printed  in  extenso  in  op.  cit.,  pp.  69-70. 
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Kingdom  delegations,  it  was  decided  that,  as  such  substantial  agree¬ 
ment  had  been  come  to,  it  was  thought  unnecessary  and  undesirable  to 
keep  the  full  body  of  delegates  sitting  in  London  pending  a  settlement 
of  difficulties  which  primarily  concern  these  three  delegations  only ;  and 
so  we  shall  propose,  at  a  plenary  session  to  be  held  early  next  week,  that 
the  agreements  now  come  to  shall  be  signed,  and  the  Conference 
adjourned,  on  the  understanding  that  France,  Italy,  and  ourselves  shall 
continue  efforts  to  come  to  an  agreement  in  unison  with  that  which  has 
been  reached  between  the  United  States,  Japan,  and  ourselves. 

During  the  next  phase,  the  initiative  was  taken  by  the  Italian 
Government  in  a  series  of  gestures  which  were  alternately  provocative  _ 
and  conciliatory,  while  the  French  Government  maintained  a  steadier 
posture  of  courteous  obstinacy. 

The  first  Italian  gesture  was  a  decision,  taken  by  the  Council  of 
Ministers  at  Rome  on  the  30th  April,  1930,  after  hearing  a  report 
from  the  Minister  of  Marine,  Admiral  Sirianni,  to  lay  down,  during 
the  financial  year  1st  July,  1930,  to  30th  June,  1931,  42,900  tons  of 
new  naval  construction,  consisting  of  one  10,000-ton  cruiser,  two 
5,100-ton  flotilla-leaders,  four  1,240-ton  destroyers,  and  no  less  than 
twenty-two  submarines  (four  of  1,390  tons,  six  of  810  tons,  and 
twelve  of  610  tons).  The  aggregate  tonnage  of  this  Italian  programme 
was  approximately  equal  to  that  of  the  French  programme  for  the 
same  year ;  and  the  total  tonnage  laid  dowrn  during  the  seven  years 
1924  to  1930  inclusive,  according  to  the  calculations  of  the  rapporteur 
on  the  French  naval  estimates,  Monsieur  Dumesnil,1  was  205,870  tons 
by  Italy  as  against  223,555  tons  by  France ;  while,  according  to 
Italian  figures,  the  respective  total  tonnages  laid  down  during  the 
last  six  of  the  seven  years  were  197,754  on  the  Italian  side  as  against 
197,350  on  the  French.  These  figures  showed  that  Italy  was  achieving 
a  considerable  measure  of  success  in  her  effort  to  build  up  to  French 
strength  in  vessels  of  ‘  post-war  ’  types ;  and  for  this  reason  the  new 
Italian  programme  caused  uneasiness  in  France,  notwithstanding  the 
great  actual  superiority  of  the  French  navy  when  the  older  as  well 
as  the  newer  vessels  were  taken  into  account,  and  the  greater  financial 
staying-power  which  France  might  be  expected  to  display  if  the  pace 
of  Franco -Italian  naval  competition  came  to  be  accelerated. 

The  next  Italian  gesture  was  a  declaration  by  Signor  Grandi,  in 
a  speech  surveying  Italian  foreign  policy  which  he  delivered  in  the 
Chamber  at  Rome  on  the  9th  May,  that  Italy  was  ready  forthwith 
to  resume  the  negotiations  which  had  been  suspended  in  London. 
On  the  12th- 14th  May  this  overture  was  followed  up  at  Geneva,  on 
the  occasion  of  a  meeting  of  the  League  Council,  by  a  discussion 

1  See  the  Survey  for  1929,  p.  55. 


Sect,  iv  ANGLO-FRANCO  ITALIAN  NAVAL  PROBLEM 


261 


a  trois  between  Signor  Grandi,  Monsieur  Briand  and  Mr.  Henderson. 
Signor  Grandi  made  two  definite  suggestions:  first,  that  the  three 
Governments  should  instruct  their  experts  to  enter,  as  soon  as  pos¬ 
sible,  into  an  exchange  of  views  in  preparation  for  an  energetic 
resumption  of  the  naval  negotiations ;  second,  that  the  two  North 
African  questions  still  pending  between  Italy  and  France — namely, 
the  status  of  Italian  subjects  in  Tunisia  and  the  rectification  of 
frontiers  between  French  Africa  and  Italian  Libya1 — should  be 
cleared  up  by  a  direct  and  comprehensive  exchange  of  views 
between  Paris  and  Rome,  as  an  alternative  to  the  negotiations, 
through  the  regular  diplomatic  channels,  which  had  been  dragging 
on  since  the  19th  March,  1928,  and  which  had  actually  been  in 
suspense  since  the  previous  September.2  To  these  suggestions  Mon¬ 
sieur  Briand  appears  to  have  replied  that,  for  the  North  African 
negotiations,  the  procedure  through  the  regular  diplomatic  channels 
was  preferable,  and  that  it  would  be  advisable  to  wait  until  these 
North  African  negotiations  had  produced  results  before  resuming  the 
negotiations  over  the  naval  problem.3 

In  the  meantime,  while  the  session  of  the  League  Council  at 
Geneva,  which  had  brought  Monsieur  Briand,  Signor  Grandi  and 
Mr.  Henderson  together,  was  still  in  progress,  a  fresh  gesture  was 
made  on  the  Italian  side  by  Signor  Mussolini,  who  had  just  started 
on  a  speaking  tour  in  Tuscany  and  Lombardy.  The  first  speech  in 
this  series,  which  was  delivered  on  the  11th  May,  1930,  at  Grosseto, 
had  no  bearing  on  the  international  situation ;  but  on  the  12th,  at 
Leghorn — apropos  of  the  shipyards  1  where  the  swiftly-working 
operatives  ’  were  ‘  busy  constructing  future  warships  ’ — the  Duce  gave 
notice,  not  only  to  the  Livornesi,  ‘but  to  the  whole  Italian  people 
and  also  to  the  peoples  beyond  the  frontiers’,  of  ‘the  fever-heat  to 
which  he  would  raise  the  temperature  of  the  whole  nation’  if  any¬ 
body  were  to  threaten  Italy’s  independence  and  Italy’s  future.  This 
theme  was  not  followed  up  on  the  13th  May  at  Lucca ;  but  the  speech 
delivered  at  Florence  on  the  17th,  which  was  the  climax  of  the  series, 
contained  a  passage  which  created  an  international  sensation : 

Words  are  a  very  fine  thing;  but  rifles,  machine-guns,  warships, 

aeroplanes  and  cannon  are  still  finer  things.  They  are  finer,  Blackshirts, 

1  For  the  previous  history  of  these  questions,  see  the  Survey  for  1920-3,  pp. 
360-1 ;  the  Survey  for  1925,  vol.  i.Part  II,  section  (xi) ;  th  e  Survey  for  1928,  p.  151. 

2  See  the  Survey  for  1928,  pp.  150-1 ;  the  Survey  for  1929,  pp.  11-12. 

3  For  the  upshot  of  these  discussions  at  Geneva  on  the  12th-14th  May,  1930, 
see  Signor  Grandi’ s  speech  in  the  Senate  at  Rome  on  the  3rd  June,  an  inter¬ 
view  with  him  which  was  published  in  The  Daily  Herald  on  the  30th  June,  and 
an  interview  with  Monsieur  Briand  which  was  published  in  the  same  British 
journal  on  the  3rd  July,  1930. 
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because  right  unaccompanied  by  might  is  an  empty  word.  Your  great 
Niccolo  Machiavelli  uttered  the  warning  that  prophets  without  arms  are 
doomed  to  perish.  .  .  .  Fascist  Italy,  powerfully  armed,  will  offer  her  two 
simple  alternatives :  a  precious  friendship  or  an  adamantine  hostility. 

The  effect  of  these  utterances  was  not  undone  by  a  concluding  speech 
at  Milan  on  the  24th  May,  in  which  the  Duce  remarked  that  the 
Leghorn  and  the  Florence  speech  had  been  carefully  considered 
before  delivery,  and  that  the  ‘mutilated  victory’  with  which  Italy 
had  emerged  from  the  Peace  Conference  of  Paris  was  still  in  her 
grasp,  because  it  had  been  mutilated  only  in  the  diplomatic  pro¬ 
tocols,  and  not  in  Italian  right  arms  or  in  Italian  hearts. 

The  sensation  produced  by  Signor  Mussolini’s  gesture  had  hardly 
begun  to  subside  when  a  fresh  gesture,  in  the  sharpest  apparent  con¬ 
trast  to  it,  was  made  by  the  Italian  Government — this  time  through 
the  person  of  Signor  Grandi. 

In  his  speech  in  the  Senate  at  Rome  on  the  3rd  June,  1930,  which 
has  been  cited  above,  Signor  Grandi  declared  that  while  the  Italian 
naval  construction  programme  for  the  year  1930-1  was  designed  to 
implement  the  policy  of  ‘equivalence’  between  Italian  and  French 
construction,  which  Italy  had  been  pursuing  for  the  past  seven  years, 
‘the  Mussolinian  formula’  embraced  not  one  but  two  fundamental 
postulates:  not  only  ‘equivalence’  but  ‘reduction’.  Thereupon  he 
informed  the  Senate  that,  with  Signor  Mussolini’s  express  authoriza¬ 
tion,  he  had  let  it  be  known  that  the  Italian  Government  were 
‘disposed,  pending  the  conclusion  of  the  negotiations  for  which  the 
London  Naval  Conference  had  been  adjourned,  to  suspend  laying 
down  the  new  vessels  contemplated  in  the  Italian  construction  pro¬ 
gramme  for  1930,  on  condition  that  the  French  Government  would 
do  the  like  in  respect  of  the  French  programme  which  had  been  voted 
for  the  same  year’. 

The  Italian  Government’s  offer  to  the  French  Government,  which 
was  announced  in  this  passage,  did  not  elicit  a  reply  until  the 
7th  July,  1930.  On  that  date,  Monsieur  Briand  informed  the  Italian 
Government  that,  after  the  dispositions  already  taken,  no  further 
French  keels  would  be  laid  down  before  the  1st  December  in  con¬ 
sideration  of  a  resumption  of  Franco -Italian  conversations.  On  the 
11th,  the  Italian  Government  acknowledged  Monsieur  Briand’s  com¬ 
munication,  at  the  same  time  renewing  the  suggestion  that  the  pro¬ 
posed  ‘naval  holiday’  should  hold,  not  for  a  definite  number  of 
months  or  days,  but  for  the  duration  of  the  negotiations.  On  the 
same  date,  the  French  Minister  of  Marine,  Monsieur  Dumesnil, 
annoimced  in  the  Chamber,  in  answer  to  an  interpellation,  that  the 
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French  naval  programme  for  the  current  year  would  be  carried  out 
without  a  day’s  delay.  The  explanation  was  that  ‘the  dispositions 
already  taken’  meant,  in  diplomatic  language,  that  all  the  keels 
which  the  French  Ministry  of  Marine  had  intended  to  lay  down  by 
the  1st  December  had  been  laid  down  already  before  Monsieur  Briand 
replied,  on  the  7th  July,  to  the  proposal  which  Signor  Grandi  had 
addressed  to  him  more  than  a  month  earlier.  In  other  words,  the 
French  Government  had  acceded  to  the  Italian  Government’s  sug¬ 
gestion  at  a  date,  and  for  a  term,  which  deprived  it  of  effect. 

Thereafter,  in  the  middle  of  August  1930,  a  new  series  of  Franco- 
Italian  naval  conversations  was  started  between  experts — Monsieur 
Massigli  for  the  French  Government  and  Signor  Rosso  for  the  Italian 
Government — in  Paris ;  and  in  September  these  conversations  were 
continued  in  Geneva,  where  Monsieur  Briand,  Signor  Grandi  and 
Mr.  Henderson  were  once  more  reassembled  as  delegates  to  the 
League  Council  and  Assembly.  Meanwhile,  the  first  Lord  of  the 
Admiralty  in  Whitehall,  Mr.  Alexander,  visited  Rome  and  Paris, 
arriving  in  Rome  on  the  4th  September  and  in  Paris  on  the  10th. 
On  the  9th,  however,  the  miscarriage  of  the  discussions  at  Geneva 
had  already  been  foreshadowed  by  the  sudden  departure  of  Signor 
Grandi ;  and  the  situation  was  not  retrieved  by  an  interview  between 
Monsieur  Briand  and  Signor  Scialoja  on  the  24th,  or  by  two  separate 
interviews  which  Mr.  Henderson  held  on  the  26th  with  Monsieur 
Briand  and  Signor  Scialoja  respectively.  The  basis  of  these  conversa¬ 
tions  in  August  and  September  appears  to  have  been  a  proposal,  put 
forward  by  Signor  Rosso  in  Paris,  that,  without  any  renunciation, 
on  Italy’s  part,  of  her  claim  to  naval  parity  with  France  in  principle, 
the  two  Powers  should  agree  upon  a  ‘yard-stick’,  composed  of  the 
two  factors  of  tonnage  and  number  of  ships,  which  should  govern 
both  their  construction  programmes  until  1936.  Apparently  the 
practical  effect  of  Signor  Rosso’s  proposal  would  have  been  to  leave 
France,  in  1936,  with  a  superiority  of  100,000  tons  over  Italy  in 
the  aggregate,  without  upsetting  the  existing  equality  in  first-class 
cruisers,  by  giving  France  a  large  superiority  in  submarines  and  a 
slight  superiority  in  destroyers.  At  Geneva  Monsieur  Massigli  appears 
to  have  suggested — unofficially  and  informally — two  modifications: 
first,  that  the  tonnage  factor  should  be  eliminated  from  the  yard¬ 
stick  (thus  limiting  the  field  of  agreement  to  the  number  of  ships  in 
the  several  classes  and  leaving  either  Power  a  free  hand  to  give  any 
ship  any  tonnage  that  it  pleased  within  London  Naval  Treaty  limits) ; 
second,  that  the  discussions  should  be  restricted  to  the  concrete 
question  of  annual  building  programmes.  Although  these  French 
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suggestions  were  only  put  forward  for  discussion  and  not  as  terms 
which  must  be  taken  or  left  as  they  stood,  the  Italian  Government 
apparently  decided  that,  in  the  circumstances,  they  would  prefer  the 
conversations  to  be  suspended.1 

The  next  attempt  to  break  the  deadlock  was  made  by  Mr.  Hugh 
Gibson,  the  United  States  Minister  at  Brussels  and  representative  on 
the  Preparatory  Commission  for  the  Disarmament  Conference,  who 
paid  a  visit  to  Rome  at  the  turn  of  October  and  November.  The 
upshot  of  Mr.  Gibson’s  conversations  with  the  Italian  Government 
was  not  made  public ;  but  the  last  session  of  the  Preparatory  Com¬ 
mission  at  Geneva,  in  November  and  December,2  gave  an  opportunity 
for  the  resumption  of  conversations  between  the  French  and  Italian 
experts,  this  time  with  the  participation  of  a  British  expert,  Mr.  R.  L. 
Craigie ;  and  these  conversations — which  were  followed  up  by  Mr. 
Craigie  in  successive  visits  to  Rome  and  to  Paris — led  on  to  the 
agreement  which  appeared  eventually  to  have  been  achieved  at  the 
turn  of  February  and  March  1931. 

This  time,  the  gulf  between  the  French  and  Italian  positions  was 
gradually  narrowed  down  by  a  laborious  and  patient  examination  of 
the  two  parties’  desiderata  in  detail  over  a  period  of  more  than  two 
months.  Time  seemed  to  be  working  on  ‘the  honest  broker’s’  side; 
but  a  time-limit  was  set  by  the  imminence  of  the  date  when  the 
French  and  Italian  Governments  would  be  determining  and  declaring 
their  respective  construction  programmes  for  the  financial  year 
1931-2.  On  the  18th  February,  1931,  in  the  French  Chamber,  the 
Minister  of  Marine,  Monsieur  Dumont,  announced  that,  for  reasons 
of  international  courtesy,  he  had  held  back  his  bill  for  naval  con¬ 
struction  in  the  coming  financial  year,  but  that,  for  reasons  of 
national  defence,  he  intended  to  introduce  it  almost  immediately. 
Next  day,  in  a  speech  delivered  at  Dunkirk  at  the  launching  of  a  new 
destroyer,  he  made  an  announcement  which  precipitated  a  crisis.  His 
forthcoming  construction  programme,  he  announced,  would  include 
a  battle -cruiser  of  23,333  tons,  which  was  to  be  called  the  Dunkerque 
(to  show  which  coast  of  France  it  was  intended  to  defend)  and  was 
to  be  the  French  reply  to  the  German  Deutschland  (the  name  which 
had  been  given  to  Panzer schiff  A,  Ersatz -Preussen ) . 3  This  announce¬ 
ment  made  it  clear  that  the  results  of  Mr.  Craigie’s  conjoint  labours 
with  Signor  Rosso  and  Monsieur  Massigli  must  be  reaped  at  once,  if 

1  For  tlie  history  of  these  Franco-Italian  conversations  of  August  and 
September  1930,  see  The  Times,  25th  September,  1930,  and  Le  Temps,  26th 
September,  1930.  2  See  the  Survey  for  1930,  Part  I,  section  (iv). 

3  For  the  construction  of  the  Ersatz-Preussen  and  its  political  bearings,  see 
the  Survey  for  1929,  Part  I  A,  section  (iii),  pp.  60-3. 
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the  harvest  was  not  to  be  lost  at  the  eleventh  hour ;  for  if,  in  answer 
to  a  German  challenge,  France  started  to  build  a  new  type  of  war¬ 
ship  before  arriving  at  a  comprehensive  limitation  agreement  with 
Italy  and  the  United  Kingdom,  the  prospects  of  such  an  agreement 
being  attained  might  once  more  become  remote.  In  these  circum¬ 
stances,  ‘the  announcement  of  a  full  naval  building  programme  by’ 
France  and  Italy  ‘  would  have  meant  the  re-establishment  of  a  world 
competitive  race  in  naval  armaments  comparable  only  with  the  posi¬ 
tion  between  190S  and  1914,  and  which  the  London  Naval  Conference 
of’  the  previous  ‘year  was  expressly  designed  to  prevent.  Such  an 
unfortunate  position  would  have  made  it  exceedingly  difficult  for’ 
Great  Britain  ‘to  have  avoided  invoking  Article  21  of  the  London 
Naval  Treaty.  Other  countries  would  probably  have  joined  in,  and 
the  hopes  for  a  real  success  for  disarmament  at  Geneva  next  year 
would  indeed  have  been  small’.1  Accordingly,  the  British  Govern¬ 
ment  determined  to  take  energetic  action  forthwith  in  order  to  bring 
an  Anglo-Franco-Italian  agreement  to  completion  on  the  basis  of 
that  substantial  measure  of  agreement  which  the  experts  had  already 
achieved. 

On  the  23rd  February,  1931,  the  British  Secretary  of  State  for 
Foreign  Affairs,  Mr.  Henderson,  and  the  First  Lord  of  the  Admiralty, 
Mr.  Alexander,  accompanied  by  Mr.  Craigie  and  other  experts,  went 
in  person  from  London  to  Paris ;  they  left  Paris  next  afternoon  for 
Rome,  where  they  arrived  on  the  25th ;  and  they  returned  to  Paris 
on  the  1st  March.  These  direct  discussions  between  leading  statesmen 
in  the  three  countries  concerned  set  the  seal  upon  the  experts’  work. 
Before  his  departure  from  Rome  on  the  28th  February,  Mr.  Hender¬ 
son  was  able  to  announce  that  an  agreement  had  been  reached  in 
principle  on  the  questions  left  outstanding  at  the  London  Naval 
Conference ;  that  the  terms  of  the  proposed  agreement  had  still  to 
be  submitted  to  the  French  Government ;  and  that,  should  the 
French  Government  agree,  the  proposals  would  then  be  submitted 
to  the  other  participants  in  the  London  Conference,  that  is,  to  the 
Governments  of  the  United  States,  Japan,  Great  Britain  and  the 
British  Dominions.  On  the  1st  March,  within  a  few  hours  of  the  two 
British  Ministers’  arrival  in  Paris,  Mr.  Henderson  and  Monsieur 
Briand  found  themselves  able  to  send  a  joint  telegram  to  Signor 
Grandi,  informing  him  that  they  were  in  entire  agreement  with  him 
on  the  arrangement  which  had  been  negotiated  in  Rome,  and  that 
they  were  ready  forthwith  to  recommend  this  arrangement  for  the 

1  Statement  by  Mr.  Alexander  in  a  speech  delivered  at  Walthamstow  on  the 
6th  March,  1931. 
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approval  of  their  Governments  and  of  the  other  interested  Govern¬ 
ments.  On  the  11th  March  the  terms  of  the  ‘bases  of  agreement’ 
arrived  at  between  the  three  Powers  were  made  public  in  London, 
Paris,  Rome,  Washington  and  Tokyo. 

The  British  state  paper  in  which  the  publication  of  these  terms 
was  vouchsafed  to  English  readers  is  printed  in  full  in  the  accom¬ 
panying  volume  of  documents  f  and  it  would  be  worse  than  useless 
to  attempt  to  summarize,  in  this  place,  the  contents  of  a  document 
which,  even  in  extenso,  is  no  more  readily  comprehensible  to  the  lay 
mind  than  an  astronomical  or  a  theological  treatise.  In  the  French 
press  of  the  12th  March,  however,  the  text  of  the  agreement  was 
supplemented  by  figures  (said  to  be  from  an  official  source)  which 
showed  the  respective  tonnages  of  the  French  and  Italian  fleets  on 
the  1st  March,  1931,  and  the  maximum  tonnages  which  the  two  navies 
would  reach  by  the  31st  December,  1936,  if  the  terms  of  the  agree¬ 
ment  were  carried  out.  These  figures  may  be  summarized  as  follows: 


Fleets  in  being  on 

31.12.36. 

France. 

Under-age 

Tonnage. 

Tonnage 

whose 

life 

has 

been 

pro¬ 

longed. 

Over-age 

Tonnage. 

Total 

Tonnage. 

New  Con¬ 
struction 
which  could 
be  com¬ 
pleted 
before 
31.12.36. 

Capital  ships — 
Under-age 
‘Diderots’ 

179,800 

179,800 

46,666 

— 

— 

17,597 

17,597 

— 

Aircraft  carriers 

56,146 

— 

56,146 

34,000 

Category  (a): 

Cruisers 

70,000 

24,851 

94,851 

Category  ( b ): 

Cruisers  and 
Destroyers 

197,431 

802 

42,107 

240,340 

51,331 

Submarines 

81,989 

- — 

— 

81,989 

4,441 

585,366 

802 

84,555 

670,723 

136,438 

Italy. 

Capital  skips 

133,193 

133,193 

46,666 

Aircraft  carriers 

34,000 

— 

— 

34,000 

34,000 

Category  (a): 

Cruisers 

70,000 

70,000 

Category  ( b ): 

Cruisers  and 
Destroyers 

143,342 

8,021 

151,363 

46,158 

Submarines 

47,390 

— 

5,310 

52,700 

2,791 

427,925 

8,021 

5,310 

441,256 

129,615 

1  Documents  on  International  Affairs,  1931. 
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From  a  study  of  the  formulae  contained  in  the  ‘bases  of  agree¬ 
ment’,  in  the  light  of  the  figures  published  at  the  time,  it  appeared 
that  there  were  four  crucial  points  in  the  agreement.  First,  there 
was  an  understanding  that,  before  the  31st  December,  1936,  France 
and  Italy  (in  exchange  for  certain  specified  scrappings)  might  re¬ 
spectively  complete  two  capital  ships,  the  displacement  of  each  of 
which  would  not  exceed  23,333  tons  and  the  gun  calibre  of  which 
would  not  exceed  12  inches  (the  total  capital-ship  toimage  assigned 
to  France  and  Italy  by  the  Washington  Treaty  being  raised  from 
175,000  tons  to  181,000).  Second,  there  was  an  understanding  that 
the  tonnage  of  French  submarines  in  commission  would  not  exceed, 
up  to  the  31st  December,  1936,  the  figure  of  81,989  tons — the 
acquiescence,  in  that  figure,  of  the  States  Members  of  the  British 
Commonwealth  being  subject  to  a  general  revision  of  the  naval 
question  in  the  course  of  the  Disarmament  Conference  of  1932. 
Third,  there  was  an  understanding  that  neither  France  nor  Italy 
should  include  in  their  construction  programmes  to  be  completed 
before  the  31st  December,  1936,  any  more  cruisers  with  guns  of  more 
than  6T  inch  calibre  when  once  they  had  completed  their  1930  pro¬ 
grammes.  Fourth,  there  appeared  to  be  an  understanding  that,  in 
the  class  of  light  cruisers  and  destroyers,  a  considerable  proportion 
of  the  French  fleet  (about  17-5  per  cent.)  would  consist,  on  the  31st 
December,  1936,  of  over-age  vessels,1  whereas  the  Italian  fleet  would 
be  composed  mostly  of  under-age  ships,  with  a  small  percentage  of 
ships  whose  life  had  been  prolonged  in  accordance  with  the  provisions 
of  the  London  Treaty.2  Thus  the  margin  of  nearly  90,000  tons  which 
the  French  fleet  would  possess  in  this  category  would  be  a  margin  of 
only  47,000  tons  so  far  as  under-age  vessels  were  concerned. 

The  understanding  in  regard  to  capital  ships  enabled  France  to 
reply  to  the  German  challenge  represented  by  Panzer schiff  A — though 
the  German  Reichstag  did  its  best  to  upset  the  Anglo-Franco-Italian 
agreement  on  this  head  when,  on  the  20th  March,  1931,  it  voted 
credits  for  laying  down  Panzer  schiff  B.  The  understanding  about 
French  submarines  enabled  the  States  Members  of  the  British  Com¬ 
monwealth  of  Nations  to  accept  provisionally  a  figure  which  the 
French  Government,  for  the  time  being,  were  unwilling  to  abate. 
The  understanding  in  regard  to  first-class  cruisers  satisfied  Italy’s 
demand  for  parity  with  France  in  this  momentarily  fashionable  arm. 

1  These  vessels  would  not,  of  course,  be  obsolete,  since  the  age  limits  laid 
down  by  the  Treaties  of  Washington  and  London  were  not  maximum  limits 
beyond  which  a  warship  should  be  held  to  be  no  longer  serviceable,  but 
minimum  limits  representing  the  earliest  moment  at  which  it  would  be  reason¬ 
able  for  a  ship  to  be  scrapped.  2  See  the  Survey  for  1930,  pp.  64-5. 
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The  understanding  in  regard  to  light  cruisers  and  destroyers  was 
more  apparent  than  real,  and  it  was  on  this  rock  that  the  agreement 
was  destined  to  founder. 

On  the  technical  plane  the  arrangement  thus  arrived  at  on  the 
1st  March,  1931,  had  been  brought  about  by  mutual  concessions  on 
the  part  of  all  three  Powers.  Thus  France  had  considerably  reduced 
the  claims  which  she  had  put  forward  during  the  London  Naval 
Conference  in  respect  of  cruiser,  destroyer  and  submarine  tonnage 
to  be  completed  by  the  31st  December,  1936.  She  now  accepted 
seven  8-inch  gun  cruisers  of  10,000  tons  displacement  instead  of  the 
ten  cruisers  originally  claimed  (with  the  additional  two  cruisers  to 
be  building  on  that  date).  Moreover,  in  the  light  surface  craft  and 
submarine  categories  France’s  claims  in  under-age  tonnage  were  now 
reduced  by  30,000  tons  and  18,000  tons  respectively.  In  fact,  France 
was  accepting  a  total  reduction  in  these  three  categories  of  78,000 
tons.  The  British  Commonwealth,  on  its  side,  agreed  that  France 
might  possess  on  the  31st  December,  1936,  a  larger  amount  of  under¬ 
age  tonnage  in  the  category  of  light  surface  vessels  than  the  British 
Admiralty  had  been  prepared  to  agree  to  during  the  London  Naval 
Conference,  without  recourse  being  had  by  the  British  Common¬ 
wealth  to  Article  2 1  of  the  London  Treaty ;  and  it  was  also  agreed 
that  France  should  possess,  pending  the  World  Disarmament  Con¬ 
ference,  a  submarine  tonnage  of  81,989  tons,  although  this  figure  was 
considered  excessive  by  the  British  Admiralty  compared  with  the 
limits  accepted  by  the  British  Commonwealth  in  the  London  Treaty.1 
This  concession  regarding  submarines  was  made  by  the  British 
Commonwealth  under  protest  and  with  an  explicit  warning  that, 
‘should  it  not  be  possible  at  the  1932  Conference  to  arrive  at  a  satis¬ 
factory  equilibrium  between  French  submarine  tonnage  and  British 
Commonwealth  destroyer  tonnage’,  the  British  Government  ‘would 
retain  their  right  to  make  such  increase  as  they’  might  ‘judge 
necessary  in  their  destroyer  figure  of  150,000  tons’.  As  for  Italy,  she 
tacitly  consented  to  suspend,  for  nearly  six  years,  her  demand  for 
Franco -Italian  naval  parity.  At  the  same  time,  it  was  expressly 
understood  that  the  arrangement  established  ‘  no  permanent  ratio  in 
any  category  of  ship  as  between  the  Members  of  the  British  Common¬ 
wealth  of  Nations,  France  and  Italy’;  and  that,  ‘in  particular,  no 

1  France  also  obtained  the  important  right  to  replace  during  the  period  of 
the  agreement  ‘retained’  over-age  tonnage  by  other  vessels  becoming  over-age 
in  the  course  of  the  agreement.  Thus,  the  over-age  and  non-replaceable  ton¬ 
nage  constituting  France’s  ‘retained’  tonnage  on  the  31st  December,  1936, 
would  not  be  composed  of  the  same  vessels  as  those  possessed  by  France  on  the 
1st  March,  1931. 
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precedent’  was  being  created  for  the  final  solution  of  the  question 
whether,  and  if  so  in  what  manner,  tonnage  remaining  over-age  on 
the  31st  December,  1936,  might  ‘ultimately  be  replaced’.  Moreover, 
the  technical  aspect  of  the  arrangement  was  of  less  importance  than 
the  political,  as  was  explained  by  Mr.  Henderson  in  a  public  state¬ 
ment  which  he  made  upon  his  arrival  in  London  from  Paris  on 
the  2nd  March : 

The  outstanding  feature  of  the  success,  whatever  may  be  the  limita¬ 
tion  imposed  upon  one  category  of  ships  or  another,  is  the  political 
achievement.  The  agreement  prevents  what  was  very  imminent — 
namely,  the  renewal  of  the  competition  in  naval  armaments  between 
the  two  countries  chiefly  concerned.  Had  that  broken  out,  it  would 
have  vitiated  the  atmosphere  in  which  the  Disarmament  Conference 
would  have  opened  at  Geneva  next  February.  The  immediate  effect  of 
the  agreement  will  be  that  our  three  countries  will  enter  the  Disarma¬ 
ment  Conference  in  the  closest  friendship  and,  without  making  any  pact 
whatever  against  any  other  country,  that  friendship  should  mark  the 
discussions  that  will  take  place.  It  has  been  suggested  that  the  result 
might  be  a  combination  of  the  three  countries  against  a  fourth  country. 
I  wish  to  emphasize  the  fact  that  no  Mediterranean  pact,  or  any  other 
pact,  has  ever  been  mentioned  throughout  the  whole  of  the  discussions. 
Air.  Alexander  and  I  went  to  try  to  settle  the  questions  immediately 
left  outstanding  from  the  London  Naval  Conference,  and  concentrated 
upon  achieving  that  purpose,  and  that  purpose  only ;  and  we  are  grati¬ 
fied  with  the  success  which  has  been  achieved. 

In  a  similar  strain,  Signor  Mussolini  prophesied,  in  a  message  pub¬ 
lished  on  the  3rd  March  in  The  Daily  Herald,  that 

The  acceptance  by  Italy  and  France  of  the  Naval  Treaty  will  react 
beneficially,  not  only  on  the  relations  between  the  signatory  Powers, 
but  also  on  those  of  all  the  nations,  and  on  the  economic  situation  the 
world  over.  I  can  safely  say  that  on  this  occasion  Italy  has  done  her 
duty.  There  can  be  no  doubt  that  the  Five-Power  Naval  Treaty  will 
afford  the  best  possible  preparation  for  the  general  Disarmament 
Conference. 

Monsieur  Briand,  also,  laid  stress  on  the  wider  implications  of  the 
agreement  when  he  told  the  French  Chamber  on  the  3rd  March,  1931, 
that  the  negotiations  which  had  just  been  brought  to  a  successful 
conclusion  had  created  a  propitious  atmosphere  in  which  discussions 
for  a  full  accord  between  France  and  Italy  could  be  carried  on  with 
a  good  prospect  of  success. 

Unfortunately,  the  hopes  which  had  been  raised  by  the  provisional 
naval  agreement  of  the  1st  March,  1931,  were  doomed  to  disappoint¬ 
ment.  It  has  been  mentioned  that  the  document  which  was  accepted 
by  the  representatives  of  France,  Italy  and  Great  Britain  on  the 
1st  March  bore  the  modest  title  ‘bases  of  agreement’;  and  it  was 
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still  necessary  for  the  somewhat  vague  formulae  contained  in  the 
document  to  be  converted  into  precise  terms  and  embodied  in  an 
instrument  for  formal  signature.  The  original  object  of  the  tripartite 
negotiations  had  been  to  come  to  an  arrangement  which  would  enable 
France  and  Italy  to  add  their  signatures  to  Part  III  of  the  London 
Naval  Treaty.  The  question  therefore  arose  whether  it  was  necessary 
for  the  United  States  and  Japan,  as  signatories  of  the  London  Treaty, 
to  take  part  in  the  final  stage  of  the  negotiations  and  to  sign  the 
formal  agreement.  This  question  was  complicated  by  two  factors: 
the  reluctance  of  the  United  States  and  of  Japan  to  take  any  action 
which  would  make  it  necessary  for  the  projected  agreement  to  go 
through  the  ordeal  of  ratification  by  their  respective  Legislatures  ;l 
and  the  fact  that  it  had  been  found  necessary,  in  order  to  arrive  at 
the  ‘bases  of  agreement’,  to  increase  the  total  tonnage  in  capital 
ships  accorded  to  France  and  Italy  in  the  Washington  Treaty  from 
175,000  tons  to  181,000  tons — a  change  which  affected  (though  not 
to  a  serious  extent)  the  general  ratio  of  capital-ship  tonnage  between 
the  five  Principal  Naval  Powers  and  thus  modified  the  basis  on  which 
the  London  Treaty  provisions  regarding  capital  ships  had  been  drawn 
up.  The  Government  of  the  United  States  appear  to  have  felt  con¬ 
cern  only  in  regard  to  the  first  of  these  two  factors,  but  Japan  found 
some  difficulty  in  agreeing  to  the  proposals  regarding  capital  ships, 
and  she  also  showed  concern  on  the  subject  of  the  submarine  tonnage 
accorded  to  France.  By  the  11th  March,  however,  a  note  approving 
of  the  agreement  of  the  1st  March  in  principle  had  been  dispatched 
from  Tokyo  to  London,  thus  making  it  possible  for  the  text  to  be 
published ;  and  in  the  middle  of  May  it  was  reported  that  a  formula 
had  been  found  which  satisfied  Japan’s  wish  that  the  battleship 
tonnage  figures  of  the  Washington  Treaty  should  not  be  altered. 

By  that  time,  however,  the  whole  position  had  changed  for  the 
worse.  Both  the  United  States  and  Japan  decided  that  it  was 
unnecessary  for  them  to  take  part  in  the  final  negotiations,  during 
which  a  formal  agreement  was  to  be  drawn  up  ;2  and  accordingly 
neither  Power  was  represented  on  the  Drafting  Committee,  composed 
of  British,  French  and  Italian  experts,  which  began  work  in  London 
on  the  19th  March.  After  the  experts  had  been  at  work  for  two  days, 
it  was  announced  that  their  sittings  had  been  suspended  in  order 
that  certain  questions  might  be  referred  to  their  Governments  for 

1  See  the  Survey  for  1930,  pp.  75-9  and  80-1  for  an  account  of  the  process  of 
ratifying  the  London  Treaty  in  the  United  States  and  Japan. 

2  It  was  contemplated,  apparently,  that  the  agreement  should  be  couched 
in  the  form  of  an  exchange  of  notes,  which  would  obviate  the  necessity  for 
ratification. 
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decision.  A  few  days  later,  on  the  26th  March,  Mr.  Henderson  had 
a  conversation  with  Monsieur  Briand  in  Paris  which  was  understood 
to  have  turned  on  difficulties  that  had  arisen  in  the  course  of  drafting 
an  agreement.  By  the  3rd  April,  when  the  Drafting  Committee 
adjourned  for  Easter,  it  had  become  clear  that  the  experts  had 
encountered  an  unexpectedly  serious  obstacle,  and  that  the  agree¬ 
ment  which  was  thought  to  have  been  achieved  on  the  1st  March 
was  as  yet  far  from  being  an  accomplished  fact. 

The  difficulty,  as  has  already  been  indicated,  had  arisen  in  con¬ 
nexion  with  the  relative  strengths  of  France  and  Italy  in  light  cruisers 
and  destroyers.  Italy’s  acceptance  of  the  terms  of  the  1st  March  had 
been  given  on  the  understanding  that  a  considerable  proportion  of 
the  French  margin  of  superiority  in  the  light  cruiser  and  destroyer 
category  would  be  made  up  of  over-age  vessels.  As  Signor  Grandi 
put  it  in  a  speech  before  the  Foreign  Affairs  Committee  of  the 
Chamber  on  the  14th  March:  ‘from  a  comparison  of  the  respective 
situations  of  the  Italian  and  the  French  fleet,  on  the  1st  January, 
1931,  and  the  31st  December,  1936,  there  results  a  relative  advantage 
for  Italy  in  new  ships  and  a  relative  advantage  for  France  in  old 
ships.’  In  Italian  eyes,  it  was  the  essence  of  the  agreement  that  the 
French  margin  of  superiority  should  not  be  increased  during  the 
period  of  the  agreement,  but  that  it  should  remain  more  or  less 
stationary  both  in  regard  to  total  tonnage  and  in  regard  to  the 
average  age  of  units ;  and  Italy  was  therefore  not  prepared  to  concur 
in  an  interpretation  of  the  terms  which  would  give  France  the  right 
to  increase  her  effective  superiority  by  laying  down,  during  the  period 
covered  by  the  agreement,  tonnage  which  would  be  ready  to  take 
the  place  of  over-age  vessels  as  soon  as  the  period  covered  by  the 
agreement  had  come  to  an  end.  The  obstacle  encountered  by  the 
Drafting  Committee  arose  out  of  the  fact  that  this  was  precisely 
the  interpretation  which  was  placed  on  the  agreement  by  the  French 
experts. 

The  French  argument  was  founded  on  the  opening  sentence  of  the 
paragraph  of  the  ‘  bases  of  agreement  ’  which  dealt  with  light  cruisers 
and  destroyers.  This  stated  that  ‘the  tonnage  of  new  construction 
to  be  completed  shall  not  exceed  the  tonnage  which  is  replaceable  in 
this  category  before  the  31st  December,  1936’.  From  this  sentence 
it  was  deduced  that  ships  under  construction  on  the  31st  December, 
1936,  did  not  come  within  the  scope  of  the  agreement,  and  that  there 
was  therefore  no  restriction  on  the  laying  down  of  tonnage  which 
would  not  be  completed  during  the  period  covered  by  the  agreement. 
The  French  contention  was  that  any  other  interpretation  of  this 
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section  of  the  agreement  would  result  in  a  reduction  of  their  effective 
strength  in  light  cruisers  and  destroyers  below  the  limits  of  safety, 
and  would  practically  mean  that  France  conceded  to  Italy  the  parity 
in  this  class  which  she  had  always  contested.  Since  the  average  time 
needed  for  the  construction  of  ships  of  the  light  cruiser  and  destroyer 
class  was  about  three  years,  the  French  claimed,  in  effect,  that  they 
were  free  to  lay  down  as  many  vessels  of  this  category  as  they  chose 
during  the  years  1934,  1935  and  1936  (although  it  was  emphasized 
that  there  was  no  intention  of  increasing  the  total  tonnage  of  light 
cruisers  and  destroyers,  but  merely  of  replacing  over-age  vessels  by 
new  ones).  In  terms  of  figures,  the  French  claim  was  generally  inter¬ 
preted  in  the  press  to  mean  a  total  of  66,000  tons  over  and  above 
the  total  of  136,438  tons  of  new  construction  in  all  categories  which 
was  to  be  completed  before  the  31st  December,  1936,  according  to 
the  figures  published  on  the  12th  March.  If  this  figure  of  66,000  tons 
was  correct,  and  if  the  whole  amount  was  to  be  allocated  to  light 
cruisers  and  destroyers,  the  new  tonnage  would  more  than  suffice1 
to  replace  the  42,107  tons  of  ships  which  would  be  over-age  on  the 
31st  December,  1936,  according  to  the  figures  of  the  12th  March.  As 
the  new  French  ships  came  into  commission,  the  advantage  which 
Italy  had  thought  to  gain  from  the  possession  of  a  larger  propor¬ 
tion  of  under-age  ships  would  gradually  disappear ;  if  she  followed 
France’s  example  and  claimed  freedom  to  increase  her  own  building 
programme  during  the  years  1934-6  to  a  corresponding  degree,  the 
effect  would  be  to  reduce  the  period  covered  by  the  agreement  of 
the  1st  March,  1931,  by  three  years — a  change  which  would  be 
extremely  unwelcome  both  to  Italy  and  to  Great  Britain.  The  latter 
Power  was  directly  interested  in  the  question  because  any  accelera¬ 
tion  of  replacement  in  France  would  modify  the  ratio  between  the 
effective  strengths  of  the  French  and  British  fleets  to  the  dis¬ 
advantage  of  Great  Britain,  whose  construction  programme  until  the 
end  of  1936  was  strictly  regulated  by  the  terms  of  the  London  Treaty. 

The  Italian  and  British  interpretation  of  the  ‘  bases  of  agreement  ’ 
was  founded  on  the  last  sentence  of  the  document,  which  recorded 
the  understanding  that  ‘  no  precedent  ’  was  ‘  being  created  for  the 
final  solution  of  the  question  whether,  and  if  so  in  what  manner, 
tonnage  remaining  over-age  on  the  31st  December,  1936’,  might 
‘ultimately  be  replaced’.  Moreover,  it  was  pointed  out  that  the 

1  Presumably  a  certain  proportion  of  the  66,000  tons  would  be  allocated  to 
replacement  of  ships  becoming  over-age  from  1937  onwards.  The  British  and 
the  Italians  agreed  that  the  laying  down  of  tonnage  for  this  purpose  was  not 
excluded  by  the  terms  of  the  agreement  (see  below). 


Sect,  iv  ANGLO-FRANCO-ITALIAN  NAVAL  PROBLEM  273 


‘  bases  of  agreement  which  were  intended  to  supplement  the  London 
Treaty,  included  the  stipulation  that  France  and  Italy  would  ‘  accept 
all  the  provisions  of  Part  III  of  the  London  Naval  Treaty  in  so  far 
as  it  applies  to  the  Members  of  the  British  Commonwealth  of  Nations, 
the  United  States  of  America  and  Japan  ’ ;  and  that  they  would 
accept  ‘those  provisions  which  are  of  general  application  and  which 
do  not  conflict  with  the  provisions  of  the  present  arrangement  Since 
exact  provision  for  the  laying  down  of  replacement  tonnage  was  made 
in  Article  19  of  the  London  Treaty,1  and  since  the  signatories  of 
Part  III  were  not  entitled  to  lay  down  tonnage  in  excess  of  the 
amounts  specified  in  the  Treaty,  it  was  argued  that,  by  analogy, 
the  laying  down  of  tonnage  not  expressly  provided  for  in  the  ‘  bases 
of  agreement’  was  not  permissible.  It  should  be  noted  that  the 
Italian  and  British  objection  was  not  to  the  laying  down,  in  the  years 
1934-6,  of  ships  intended  to  replace  those  which  would  become  over¬ 
age  in  the  years  1937-9 2 — a  possibility  which  was  explicitly  provided 
for  in  Article  19  of  the  London  Treaty — but  to  the  laying  down  of 
ships  to  replace  ‘tonnage  remaining  over-age  on  the  31st  December, 
1936’. 

It  is  hardly  necessary  to  enter  into  the  controversy,  which  was 
waged  with  considerable  vigour  in  the  press  of  the  three  countries 
concerned,  over  the  question  whether  these  differences  of  interpreta¬ 
tion  arose  out  of  a  genuine  misunderstanding  or  whether  France  was 
in  fact  making  a  new  claim  which  her  negotiators  had  not  had  in 
mind  when  they  accepted  the  ‘bases  of  agreement’  of  the  1st  March. 
The  theory  of  a  misunderstanding  was  put  forward  in  France,  and 
the  blame  for  it  was  widely  attributed  to  the  British  mediators,  who 
were  accused  of  not  having  made  the  French  case  for  replacement  of 
over-age  tonnage  clear  to  the  Italians.  In  Italy,  Mr.  Henderson  and 
Mr.  Alexander  were  acquitted  of  this  charge,  and  all  the  blame  was 
put  upon  France,  who  was  considered  to  be  attributing  to  the  agree¬ 
ment  of  the  1st  March  ‘a  significance  and  a  scope  substantially 
differing  from  those  resulting  from  the  text  already  accepted’.3  It 
was  alleged  that  the  attitude  of  France  towards  Italy  and  towards 
disarmament  had  undergone  a  change,  after  the  ‘bases  of  agreement’ 

1  Article  19:  ‘.  .  .  the  tonnage  laid  down  in  any  category  subject  to  limita¬ 
tion  .  .  .  shall  not  exceed  the  amount  necessary  to  reach  the  maximum  allowed 
tonnage  of  the  category,  or  to  replace  vessels  that  become  ‘over-age’  before 
31st  December,  1936.  Nevertheless,  replacement  tonnage  may  be  laid  down 
for  cruisers  and  submarines  that  become  ‘over-age’  in  1937,  1938,  and  1939, 
and  for  destroyers  that  become  ‘over-age’  in  1937  and  1938’. 

2  See  an  authoritative  exposition  of  the  Italian  standpoint  given  in  the 
Giornale  d' Italia  of  the  7th  April,  1931,  and  cited  in  The  Times  of  the  8th  April. 

3  Signor  Grandi  in  the  Senate  on  the  3rd  June,  1931. 
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of  the  1st  March  had  been  accepted,  on  account  of  the  project  for 
an  Austro-German  customs  union1  and  of  the  non-committal  attitude 
adopted  by  Italy  when  that  project  was  first  made  public.  In  this 
connexion,  it  may  be  noted  that  the  official  announcement  that  a 
customs  union  was  under  discussion  between  Berlin  and  Vienna  was 
made  on  the  21st  March,  but  the  German  press  had  hinted  at  a  pos¬ 
sibility  of  the  kind  two  days  earlier,  on  the  19th  March,  and  informa¬ 
tion  regarding  what  was  afoot  seems  to  have  reached  the  French 
Government  on  the  same  day.2  The  first  authoritative  statement3 
regarding  the  French  claim  to  freedom  in  laying  down  ships  from 
1934  onwards  was  made  on  the  20th  March  by  the  Minister  of  Marine, 
Monsieur  Dumont,  at  a  joint  meeting  of  the  Naval  and  Foreign 
Affairs  Commissions  of  the  Chamber.  ‘Besides  the  two  cruisers  of 
23,300  tons,’  he  said,  ‘construction  of  which  is  assigned  to  the  years 
1931,  1932,  and  1933,  there  is  nothing  to  prevent  our  constructing 
whatever  seems  necessary  in  1934,  1935,  and  1936,  subject  to  the 
terms  of  any  new  agreements  and  decisions  reached  by  the  Con¬ 
ference  in  1932.’ 

An  interview  between  Monsieur  Briand  and  the  Italian  Ambas¬ 
sador  in  Paris  on  the  4th  April — the  day  on  which  the  Drafting 
Committee  was  adjourned — did  not  result  in  a  way  being  found  out 
of  the  impasse ;  and  although  the  majority  of  the  experts  reassembled 
in  London  on  the  18th  April,  in  the  absence  of  the  principal  French 
expert,  Monsieur  Massigli,  they  were  only  able  to  proceed  with  a 
discussion  of  the  non-contentious  provisions  of  the  draft  agreement. 
Monsieur  Massigli  had  remained  in  Paris  to  await  the  return  of 
Monsieur  Dumont,  who  had  accompanied  the  President  of  the  Re¬ 
public  on  a  visit  to  Tunisia.  Monsieur  Dumont  returned  on  the 
19th  April;  on  the  20th  the  French  Cabinet  approved  new  proposals 

1  See  the  present  volume,  Part  III  A. 

2  Monsieur  Briand  told  the  French  Senate  on  the  28th  March  that  he  had 
learnt  of  the  project  forty-eight  hours  before  the  other  Governments  were 
informed. 

3  Certain  sections  of  the  French  press,  in  commenting  on  the  text  of  the 
‘  bases  of  agreement  ’  and  on  the  figures  which  were  published  on  the  12th  March, 
had  laid  stress  on  the  large  proportion  of  over-age  ships  in  the  French  fleet  on 
the  21st  December,  1936 ;  and  on  the  19th  March,  the  Journal  des  Debats  made 
the  explicit  suggestion  that  the  French  Government  ought  to  reserve  the  right 
to  replace  over-age  tonnage.  Moreover,  the  Naval  Committees  of  the  Chamber 
and  the  Senate  had  shown  considerable  anxiety  to  learn  the  full  details  of  the 
proposed  agreement;  while  the  Foreign  Affairs  Committee  of  the  Chamber 
decided  on  the  18th  March  to  postpone  any  decision  on  the  agreement  until  it 
had  heard  the  opinion  of  the  Naval  Committee  on  the  technical  aspects.  These 
were  indications  that  the  terms  of  the  ‘  bases  of  agreement  ’  were  regarded  with 
suspicion  in  France  before  there  could  be  any  question  of  a  hardening  of  opinion 
as  a  result  of  the  project  for  an  Austro -German  customs  union. 
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for  submission  to  the  French  and  British  Governments ;  and  on  the 
23rd  a  French  note,  embodying  these  proposals,  was  presented  in 
London  and  in  Rome.  The  text  of  the  French  note  was  not  made 
public,  but  it  was  understood  to  have  contained  an  offer  to  postpone 
laying  down  any  tonnage  in  excess  of  136,438  tons  until  the  matter 
had  been  considered  by  the  Naval  Conference  which  was  to  meet  in 
1935,  in  accordance  with  Article  23  of  the  London  Treaty,  unless 
a  more  general  agreement  limiting  naval  armaments  should  have 
been  concluded  in  the  meantime.  This  offer,  however,  was  subject 
to  the  reservation  that  France  should  retain  a  free  hand  as  from 
July  1935  if  the  Naval  Conference  of  1935  failed  to  reach  agreement 
on  her  replacement  programme. 

The  British  Government’s  reply  to  this  note  was  delivered  on  the 
25th  April.  This  note,  again,  was  not  published,  but  according  to 
press  reports  the  British  suggestion  was  that  additional  replacement 
tonnage  should  not  be  laid  down  until  after  the  1935  Conference,  as 
France  had  proposed,  and  that  thereafter  it  should  only  be  laid  down 
at  a  rate  and  to  an  extent  to  be  agreed  upon  by  the  Conference.  In 
other  words,  the  British  Government  rejected  the  French  reservation 
of  a  free  hand  in  case  of  a  failure  to  agree  at  the  1935  Conference 
(a  failure  which  it  would  obviously  be  in  the  power  of  France  to 
bring  about  if  she  chose).  An  Italian  note,  which  was  reported  to  be 
on  the  same  lines  as  the  British  note,  was  presented  on  the  4th  May. 
These  Anglo-Italian  proposals  were  unacceptable  to  France,  and 
the  work  of  the  Drafting  Committee  was  suspended  after  a  further 
exchange  of  views  in  London  on  the  7th  May.  A  communique  issued 
by  the  British  Foreign  Office  on  the  8th  May  explained  that  oral 
exchanges  of  views  would  continue  between  the  Governments  con¬ 
cerned,  with  the  object  of  overcoming  the  difficulties  which  had  been 
encountered. 

In  the  third  week  of  May,  during  the  session  of  the  League  Council 
at  Geneva,  informal  discussions  took  place  between  Monsieur  Briand 
and  Signor  Grandi  and  their  respective  experts.  No  conclusion  was 
reached  during  these  conversations,  and  although  the  negotiations 
between  the  three  Governments  were  never  formally  broken  off,  no 
appreciable  progress  was  made  until  the  eve  of  the  twelfth  session  of 
the  League  Assembly,  when  a  French  memorandum  containing  new 
proposals  was  communicated  to  Italy  and  to  Great  Britain.  The 
French  Government  were  now  understood  to  have  suggested  that  the 
provisional  agreement  of  the  1st  March  should  be  dropped  and  that 
an  attempt  should  be  made  to  agree  on  a  building  programme  based 
on  the  respective  naval  construction  of  France  and  Italy  during  the 


276 


DISARMAMENT  AND  SECURITY 


Part  II 


last  five  years.  This  suggestion  was  not  acceptable  to  Italy,  whose 
average  rate  of  construction  over  the  period  specified  had  been  con¬ 
siderably  lower  than  that  of  France.  The  French  memorandum  was 
the  subject  of  consultation  between  the  Italian  and  the  British 
Governments,  after  which  the  Italian  Government  returned  a  reasoned 
reply  to  the  French  memorandum.  The  French  proposal  was  rejected 
because  it  would  not  only  have  guaranteed  to  France  an  excessive 
superiority  over  Italy  but  would  have  rendered  possible  an  average 
annual  construction  in  light  surface  craft  far  in  excess  of  that  con¬ 
templated  by  the  agreement  of  the  1st  March.  The  Italian  Govern¬ 
ment  expressed  their  entire  readiness  to  continue  negotiations  on 
the  basis  of  the  agreement  of  the  1st  March.  Thereafter,  there  were 
rumours  (which  were  officially  denied)  of  further  private  discussions 
at  Geneva  during  the  session  of  the  Assembly ;  but  if  such  conversa¬ 
tions  took  place  they  produced  no  concrete  result.  Accordingly,  when 
the  Disarmament  Conference  opened  on  the  2nd  February,  1932,  the 
controversy  over  the  relative  naval  strengths  of  France  and  Italy 
remained  unsettled,  and  the  only  changes  in  the  situation,  compared 
with  that  which  had  existed  at  the  time  of  the  abortive  agreement 
of  March  1931,  arose  out  of  the  building  programmes  of  the  two 
countries  for  the  financial  year  1931-2. 

It  has  been  mentioned  above1  that  the  French  bill  for  naval  con¬ 
struction  for  1931-2,  which  would  normally  have  been  introduced 
into  Parliament  before  the  end  of  1930,  had  been  held  back  by  the 
Minister  for  Marine  ‘for  reasons  of  international  courtesy’.  The  bill, 
in  fact,  was  not  laid  before  the  Chamber  until  the  8th  May,  1931, 
(that  is,  not  until  after  the  receipt  of  the  Italian  note  rejecting  the 
French  proposals  of  the  22nd  April).2  The  bill  which  was  then  intro¬ 
duced  authorized  the  laying  down,  between  the  1st  April,  1931,  and 
the  1st  April,  1932,  of  one  battle-cruiser  of  23,333  tons,  two  second- 
class  cruisers  of  7,500  tons  each,  and  various  vessels  in  categories 
which  were  not  subject  to  limitation  in  the  London  Treaty.  For  the 
first  time  since  1920,  no  submarines  were  included  in  the  programme. 
The  bill  passed  the  Naval  and  Finance  Commissions  of  the  Chamber, 
but  when  it  came  to  be  debated  in  the  Chamber,  on  the  18th  June, 
many  deputies  showed  concern  on  the  subject  of  the  proposed  battle¬ 
cruiser.  It  was  pointed  out  that  if  France  were  to  build  a  cruiser  so 
much  larger  and  faster  than  the  German  pocket-battleship  to  which 
it  was  intended  to  be  a  reply,  not  only  would  Germany  be  likely  to 
proceed  at  full  speed  with  her  programme,  but  Italy  might  very 
probably  be  tempted  to  build  a  still  larger  ship  in  order  to  outclass 
1  See  p.  264,  above.  2  See  p.  275,  above. 
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France.1  The  undesirability  of  laying  down  a  ship  which  might  start 
a  new  armaments  race  on  the  eve  of  the  Disarmament  Conference 
was  emphasized  by  speakers  of  the  Left.  The  debate  ended  in  the 
adoption,  by  a  large  majority,  of  a  motion  proposed  by  Monsieur 
Loucheur,  calling  for  further  study  of  the  tonnage  and  other  charac¬ 
teristics  of  the  proposed  battle-cruiser,  and  for  the  re-submission  of 
the  proposal,  after  such  study,  for  the  Chamber’s  approval  before 
any  action  was  taken.  The  remainder  of  the  building  programme  was 
adopted  by  the  Chamber,  and  on  the  2nd  July  the  Naval  Construc¬ 
tion  Bill,  in  its  modified  form,  passed  the  Senate,  to  become  law  on 
the  10th  July.  The  Senate,  however,  adopted  at  the  same  time  a 
motion  put  forward  by  Monsieur  Lemery  ‘trusting  to  the  Govern¬ 
ment  to  place  before  Parliament  at  the  beginning  of  next  session 
a  bill  for  the  immediate  laying  down  of  a  cruiser  designed  to  reply 
to  the  construction  of  the  Deutschland’ . 

The  wish  thus  formulated  by  the  French  Senate  was  not  fulfilled 
before  the  Disarmament  Conference  opened  on  the  2nd  February, 
1932.  No  provision  for  a  23,300-ton  cruiser  was  made  in  the  French 
naval  estimates  for  1932-3,  which  passed  the  Chamber  and  the  Senate 
just  before  Christmas  1931.  The  programme  included  four  second- 
class  cruisers  of  7,500  tons,  one  destroyer  and  one  submarine,  in 
addition  to  certain  ‘  unlimited  ’  vessels.  It  was  emphasized  in  the 
French  press  that  all  the  units  specified  in  the  programme  were 
needed  for  replacement  purposes.  It  may  be  noted  that  neither  the 
programme  for  1931-2  nor  that  for  1932-3  exceeded  the  limits  which 
would  have  been  imposed  upon  French  construction  if  the  agreement 
of  the  1st  March,  1931,  had  come  into  force,  though  the  total  amount 
of  tonnage  allocated  to  light  cruisers  and  destroyers  in  the  two  pro¬ 
grammes  did  not  fall  far  short  of  the  total  of  51,331  tons  of  new 
construction  in  this  category  which  France  was  entitled  to  complete 
before  the  31st  December,  1936,  according  to  the  figures  of  the 
12th  March,  1931. 

In  Italy,  the  construction  programme  for  1931-2  was  practically 
a  reproduction  of  that  for  1930-1,  which  had  been  suspended  in 
virtue  of  the  ‘naval  holiday’  proposed  by  Italy  at  the  beginning  of 
June  1930. 2  The  naval  estimates  for  1931,  which  passed  the  Chamber 

1  Another  aspect  of  the  matter  was  dealt  with  in  a  resolution  passed  by  the 
General  Budget  Commission  of  the  Italian  Chamber  in  the  middle  of  May, 
when  it  approved  the  report  on  the  naval  estimates  for  1931-2.  This  resolution 
expressed  a  wish  that  France  and  Italy  should  agree  to  re-examine  the  desira¬ 
bility  of  laying  down  cruisers  of  23,333  tons,  in  view  of  the  declaration  of  the 
United  States  in  favour  of  retaining  the  battleship  of  35,000  tons. 

2  See  above,  p.  262. 
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and  the  Senate  at  the  end  of  May,  provided  for  one  10,000-ton 
cruiser,  two  cruisers  of  5,300  tons,  four  destroyers  and  twenty-two 
submarines,  making  a  total  of  43,000  tons  in  all.  It  will  be  remem¬ 
bered  that  the  agreement  of  the  1st  March,  1931,  had  stipulated  that 
there  should  be  no  further  construction  of  large  cruisers  after  the 
completion  of  the  1930  programme.  Since  the  10,000-ton  cruiser 
which  had  been  included  in  the  Italian  programme  for  1930  had  not 
been  laid  down,  Italy  could  claim  that  she  also  was  keeping  within 
the  scope  of  the  March  agreement.  Thus  the  position  in  regard  to 
naval  armaments,  at  the  time  when  the  Disarmament  Conference 
opened,  while  it  was  less  satisfactory  than  it  would  have  been  if  the 
‘bases  of  agreement’  of  the  1st  March,  1931,  had  been  converted  into 
a  binding  convention,  was  at  any  rate  more  satisfactory  than  it  might 
have  been  if  either  France  or  Italy  had  been  provoked  by  the  break¬ 
down  of  negotiations  into  adopting  a  new  and  extravagant  pro¬ 
gramme  of  construction. 

It  remains  to  state  that  the  resumption  of  negotiations  for  a  settle¬ 
ment  of  all  the  outstanding  differences  between  France  and  Italy,1 
which  had  been  expected  to  follow  close  upon  the  naval  agreement 
of  the  1st  March,  1931,  did  not  in  fact  take  place.  The  French 
Ambassador  in  Rome,  Monsieur  Beaumarchais,  had  an  interview 
with  Signor  Grandi  on  the  18th  March  (the  day  before  the  ill-fated 
Drafting  Committee  began  work  in  London),  but  the  hope  that  this 
interview  would  inaugurate  a  new  series  of  discussions  was  not  ful¬ 
filled.  It  seems  now  to  have  been  agreed  that  the  political  negotia¬ 
tions  would  have  a  better  chance  of  success  if  they  followed,  and  did 
not  precede,  a  naval  settlement,2  and  the  failure  to  consummate  the 
March  naval  agreement  therefore  brought  in  its  train  the  adjourn¬ 
ment  sine  die  of  the  political  discussions.3 

1  See  above,  p.  261.  For  a  detailed  study  of  all  the  phases  of  Franco-Italian 
relations,  see  Hans  Rohde:  Italien  und  Frankreich  in  iliren  politischen,  militari- 
sclien  und  wirtschaftlichen  Gegensdtzen  (Berlin,  1931,  Verlag  von  E.  S.  Mittler 
&  Sohn). 

2  It  has  been  mentioned  (p.  261  above)  that  Monsieur  Briand  had  expressed 
the  opposite  point  of  view  in  May  1930. 

3  The  delay  was  the  more  unfortunate  because,  in  respect  of  one  at  least  of 
the  complex  of  questions  which  were  in  dispute  between  the  two  countries, 
recent  developments  had  made  a  settlement  a  matter  of  some  urgency.  Italy 
laid  claim  to  the  possession  of  Tibesti  and  Borku — two  districts  situated  to  the 
south  of  Tripolitania  which  had  been  assigned  to  France  in  1919  (without  the 
consent  of  Italy)  as  part  of  the  rectification  of  frontiers  between  the  French  and 
British  possessions  in  Africa.  Tibesti  and  Borku  derived  a  certain  importance 
from  the  fact  that  they  lay  on  Italy’s  most  direct  route  from  the  Mediterranean 
southwards  to  Central  and  Southern  Africa,  by  way  of  Tripoli,  and  also  on 
France’s  most  direct  route  eastwards  from  French  West  Africa  to  the  Sudan 
and  to  Abyssinia.  Both  countries  cherished  schemes  of  railway  construction  in 
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(v)  The  Preparation  for  the  World  Disarmament  Conference. 

In  the  preceding  volume 1  an  account  was  given  of  the  last  session 
of  the  Preparatory  Commission  for  the  Disarmament  Conference, 
which  was  held  at  Geneva  from  the  6tli  November  to  the  9th  Decem¬ 
ber,  1930.  In  the  same  place  it  was  recorded  that  the  Council  of 
the  League  of  Nations  decided  on  the  25th  January,  1931,  that  the 
opening  of  the  Disarmament  Conference  should  take  place  on  the  2nd 
February,  1932,  and  that,  in  the  following  May,  the  presidency  of 
the  Conference  was  offered  to  Mr.  Arthur  Henderson,  who  was  at  that 
time  British  Foreign  Minister,  and  was  accepted  by  him. 

The  Preparatory  Commission  having  completed  its  task  with  the 
adoption,  by  a  majority  vote,  of  a  draft  convention  for  the  limitation 
of  armaments,  it  was  not  necessary  to  convene  it  again  during  the 
year  1931,  and  the  remaining  preparatory  work  of  a  technical  nature 
which  had  to  be  completed  before  the  Disarmament  Conference 
assembled  was  carried  out  by  sub -committees  of  the  Preparatory 
Commission  or  by  other  League  organizations. 

A  Committee  of  Experts  on  Budgetary  Questions,  which  was 
established  in  accordance  with  a  decision  taken  by  the  Preparatory 
Commission  during  its  last  session,2  held  two  meetings  at  Geneva, 
from  the  11th  to  the  20th  December,  1930,  and  from  the  5th  to  the 
28th  February,  1931.  This  committee,  which  was  presided  over  by 
Monsieur  Jacomet  (France),  with  Mr.  C.  H.  S.  Pinsent,  of  the  British 
Treasury,  as  rapporteur,  had  been  asked  to  inquire  into  the  means 
of  carrying  out  limitation  of  land  armament  material  by  limitation  of 
expenditure  on  its  purchase,  manufacture,  and  upkeep.  It  will  be 
remembered  that  Germany  had  consistently  opposed  the  adoption  of 
a  system  of  budgetary  limitation,  on  the  ground  that  the  alternative 
method  of  direct  control  of  armaments,  which  had  been  imposed 
upon  her  by  the  Peace  Treaty,  could  and  should  be  applied  to  all 

Africa  on  a  grand  scale,  and  the  fulfilment  of  both  these  schemes  depended  to 
some  extent  upon  the  possession  of  Tihesti  and  Borku.  Italy’s  claims  to  these 
districts  could  be  ignored  by  France  as  long  as  the  hinterland  of  Tripolitania 
remained  undeveloped  and  outside  the  sphere  of  Italy’s  effective  control ;  hut, 
during  the  year  1930,  Italian  military  operations  were  extended  steadily  south¬ 
wards,  and  by  the  beginning  of  the  year  1931  Italian  troops  had  penetrated  as 
far  as  the  frontiers  of  Tibesti  and  Borku.  Thus,  although  the  dispute  over  the 
possession  of  these  districts  was  not  in  itself  a  matter  of  much  importance, 
compared,  for  instance,  with  the  interests  at  stake  in  Tunisia,  a  position  had 
arisen  in  which  ‘incidents’  might  easily  occur;  and  however  trivial  such  inci¬ 
dents  might  be,  there  was  always  the  possibility  that  they  might  have  serious 
repercussions  if  the  general  relations  between  France  and  Italy  were  on  an 
unsatisfactory  footing. 

1  Survey  for  1930,  Part  I,  section  (iv).  2  Op.  cit.,  p.  109. 
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Powers.  A  German  representative  took  part  in  the  work  of  the 
committee  of  experts,  but  although  his  attitude  throughout  the  pro¬ 
ceedings  was  decidedly  critical,  he  does  not  appear  to  have  opposed 
the  adoption  of  the  report.  On  the  other  hand,  the  representative  of 
Italy  (who  had  supported  Germany  on  the  Preparatory  Commission 
in  her  opposition  to  budgetary  limitation)  showed  a  marked  readiness 
to  co-operate  with  the  other  members  of  the  committee,  especially 
in  devising  means  of  overcoming  difficulties  presented  by  the  Italian 
budgetary  system.  The  committee’s  report,  which  was  adopted  on 
the  28th  February,  expressed  the  conviction  that  the  system  of 
budgetary  limitation  could  be  made  to  work  satisfactorily  if  it  were 
applied  loyally.  The  experts  proposed  that  the  limitation  should  be 
imposed,  not  on  Parliamentary  votes,  but  on  actual  expenditure  on 
armaments  of  all  kinds  (from  whatever  source  the  funds  might  be 
obtained),  taking  an  average  over  a  period  of  four  years.  The  com¬ 
mittee  drew  up  a  form  on  which  annual  returns  of  expenditure  could 
be  made,  but  they  recommended  that  Governments  should  be  allowed 
to  adapt  their  methods  of  filling  up  the  form  according  to  their  own 
accounting  procedure,  provided  that  they  gave  a  full  explanation  of 
the  method  adopted  and  undertook  to  adhere  to  it.  It  was  further 
suggested  that  Governments  should  be  asked  to  fill  in  these  returns 
at  once,  in  order  that  they  might  be  in  a  position  to  explain  any 
difficulties  which  had  arisen  to  the  Disarmament  Conference  when 
it  met. 

During  April  1931  another  expert  sub-committee,  appointed  by  the 
Advisory  Commission  for  Communications  and  Transit,  was  engaged 
in  studying  questions  relating  to  a  standard  horse-power  measure¬ 
ment  for  aeroplane  and  dirigible  engines.  This  committee  was  less 
successful  than  the  budgetary  experts  in  finding  a  satisfactory  solu¬ 
tion  of  the  problems  submitted  to  it,  and  although  the  members 
finally  agreed  on  a  formula  for  limitation  of  air  armaments  by  horse¬ 
power,  they  recommended  it  only  on  the  ground  that  it  involved  ‘  the 
fewest  disadvantages  ’  of  any  formula  that  they  had  considered. 

In  May  1931,  the  Council  of  the  League,  during  its  sixty -third 
session,  had  under  consideration  a  proposal  from  the  German  Govern¬ 
ment  relating  to  the  publication  of  information  on  civil  aviation. 
Article  37  of  the  draft  Disarmament  Convention  which  was  adopted 
by  the  Preparatory  Commission  in  December  1930  provided  that 
signatories  of  the  convention  should  communicate  to  the  League 
Secretariat  the  number  and  total  horse -power  of  civil  aeroplanes  and 
dirigibles  registered  within  their  jurisdiction.  The  German  Govern¬ 
ment  pointed  out  that,  while  they  were  in  favour  of  publicity  in 


Sect,  v  PREPARATION  FOR  WORLD  CONFERENCE  281 

regard  to  civilian  aircraft,  they  had  always  taken  the  view  that  a 
convention  for  the  reduction  and  limitation  of  armaments  ought  not 
to  deal  with  civil  aviation.  They  therefore  suggested  that  the 
League’s  Advisory  Commission  for  Communications  and  Transit 
should  be  asked  to  prepare  a  draft  convention  dealing  solely  with  the 
question  of  publication  of  information  on  civil  aircraft.  The  Council 
was  of  opinion  that  the  Disarmament  Conference  must  decide  the 
question  whether  civil  aviation  should  be  dealt  with  in  the  Disarma¬ 
ment  Convention  or  in  a  separate  international  agreement,  but  on  the 
22nd  May  it  adopted  a  resolution  asking  the  Secretary-General: 

(1)  to  arrange  for  the  Communications  and  Transit  Organization  to 
proceed  to  an  inquiry  among  all  the  Governments  invited  to  the  Dis¬ 
armament  Conference  and  to  a  methodical  study  of  the  present  situation 
concerning  the  publication  of  information  on  civil  aviation,  whether 
as  regards  national  regulations,  multilateral  conventions  or  special 
obligations ; 

(2)  to  prepare  on  this  basis  for  the  use  of  the  Conference  a  collection 
of  all  the  provisions  in  force  relating  to  the  exchange  or  publication  of 
information  regarding  non-military  aviation. 

The  Council,  during  its  sixty-third  session,  took  a  number  of  other 
decisions  in  connexion  with  the  Disarmament  Conference.  It  decided 
definitely  that  the  Conference  should  be  held  at  Geneva  ; 1  it  appointed 
Mr.  Henderson  as  President ; 2  and  it  resolved  that  an  invitation  to 
attend  the  Conference  should  be  sent  to  nine  states  which  were  not 
members  of  the  League,  viz.  Afghanistan,  Brazil,  Costa  Rica,  Ecuador, 
Egypt,  Mexico,  Turkey,  the  Union  of  Soviet  Socialist  Republics  and 
the  United  States  of  America.3  The  Council  had  also  to  choose 
between  alternative  proposals  in  regard  to  a  questionnaire  which  it 
had  already  decided  in  principle  should  be  sent  to  all  States  Members 
of  the  League,  asking  them  to  supply  the  information  necessary  to 
give  the  Disarmament  Conference  as  complete  a  picture  as  possible 
of  the  position  of  world  armaments.  The  British  Government  had 
suggested  that  Governments  should  be  asked  to  fill  in  the  blank 
tables  which  were  attached  to  the  draft  Disarmament  Convention, 
while  the  German  Government  had  proposed  the  distribution  of  a 

1  Doubts  bad  been  expressed  whether  the  accommodation  available  at 
Geneva  would  be  sufficient  to  house  the  large  number  of  delegates,  journalists 
and  members  of  the  general  public  who  were  expected  to  assemble  for  the  Con¬ 
ference,  and  a  number  of  other  cities,  including  Cannes  and  Barcelona,  had 
offered  themselves  as  candidates.  The  advantages  of  Geneva  from  the  point 
of  view  of  League  machinery  were,  of  course,  obvious,  and  the  scale  was  turned 
by  the  willingness  of  the  municipal  authorities  and  others  concerned  to  take 
steps  to  supplement  the  facilities  at  Geneva. 

3  See  above,  p.  279. 

3  A  tenth  state,  the  Najd-Hijaz,  was  also  invited  subsequently. 
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special  questionnaire  which  they  had  drafted  and  submitted  to  the 
League  Secretariat.  This  German  questionnaire  was  designed  to  elicit 
information  on  matters  which  were  not  covered  by  the  draft  conven¬ 
tion,  such  as  the  number  of  trained  reserves  and  the  amount  of  war 
material  in  stock.  The  members  of  the  Council  agreed  that  the 
German  draft  was  admirably  comprehensive,  and  that  it  would  be 
ideal  if  all  the  information  for  which  it  asked  could  be  obtained  ;  but 
there  was  a  general  feeling  that  it  would  be  wiser  not  to  ask  ques¬ 
tions  regarding  trained  reserves  and  stocks  of  materials,  since  such 
questions,  in  the  majority  of  cases,  would  merely  remain  unanswered. 
The  Council  finally  decided  (the  German  representative  Dr.  Curtius, 
who  was  in  the  chair,  abstained  from  voting)  to  adopt  the  British 
proposal  that  the  states  which  were  to  attend  the  Conference  should 
be  asked  to  fill  up  the  tables  attached  to  the  draft  Disarmament 
Convention. 

A  questionnaire  in  this  form  was  duly  circulated  on  the  13th  June 
to  64  Governments,  which  were  asked  to  supply  the  information 
indicated  before  the  15th  September,  1931.  By  that  date  27  states 
had  replied,  and  the  remainder  were  then  given  an  extension  of  the 
time  limit  until  the  1st  November,  1931.  Eleven  more  replies  were 
sent  between  the  15th  September  and  the  1st  November,  and  6 
between  the  1st  November  and  the  2nd  February,  1932,  making  a 
total  of  44  in  all.1  The  majority  of  the  Governments  which  answered 
the  questionnaire  contented  themselves  with  supplying  the  figures 
which  were  asked  for,  with  such  comment  or  explanation  of  the  figures 
as  seemed  to  them  necessary.  The  French  Government,  however, 
seized  the  occasion  to  restate  their  views  on  disarmament  and  security 
at  length.  On  the  20th  July  the  French  Government  issued  for 
publication  the  text  of  a  memorandum  in  which  the  Government  of 
the  Republic,  ‘without  awaiting  the  complete  compilation  of  the 
figures’2  which  they  were  ‘desired  to  communicate’  to  the  League, 
‘  set  forth  the  principles  and  methods  of  French  policy  as  regards  the 
limitation  of  armaments ;  the  extent  to  which  they  have  already 
applied  them  since  signing  the  League  Covenant ;  and,  finally,  those 
conditions  the  fulfilment  of  which  they  deem  necessary  if  the  Con¬ 
ference  of  1932  is  not  to  disappoint  the  hopes  it  has  awakened  ’. 

1  The  Turkish  Government  replied  on  the  5th  February,  and  five  states — 
Haiti,  the  Ilijaz,  the  Dominican  Republic,  Costa  Rica,  and  Ecuador — on  the 
8th.  Brazil  also  sent  a  reply  during  March.  The  states  which  did  not  reply  to 
the  questionnaire  at  all  were:  Abyssinia,  Afghanistan,  Bolivia,  Chile,  China, 
Guatemala,  Honduras,  Mexico,  Paraguay,  Peru,  Salvador. 

2  The  detailed  figures  of  French  armaments  were  dispatched  to  the  League 
Secretariat  on  the  1st  September,  1931. 
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Extracts  from  this  able  and  highly  significant  memorandum  are 
printed  in  the  accompanying  volume  of  documents,1  and  in  this  place 
it  is  only  necessary  to  indicate  certain  salient  points.  The  basis  of  the 
memorandum  was  the  familiar  argument  that  the  armaments  of 
France  had  already  been  reduced  ‘to  a  level  which  appears  to  her 
strictly  to  represent  the  lowest  point  consistent  with  her  national 
security  in  the  present  state  of  Europe  and  of  the  world’.  Further 
reduction  of  armaments  could  therefore  only  be  effected  in  return  for 
additional  guarantees  of  security.  In  the  view  of  the  French  Govern¬ 
ment,  Article  8  of  the  Covenant  embodied  two  fundamental  concep¬ 
tions:  the  idea  that  ‘the  principle  of  “common  action”  must  super¬ 
sede,  in  the  minds  of  the  nations,  that  of  individual  defence  ’ ; 2  and  the 
idea  that  national  armaments  could  not  be  reduced  below  a  point 
which  depended  ‘upon  the  degree  of  security  enjoyed  by  the  nations 
concerned’.  Moreover,  the  memorandum  pointed  out  that  Part  V  of 
the  Peace  Treaties  (which  imposed  unilateral  disarmament  upon  the 
defeated  Powers)  ranked  equal  in  importance  to  Article  8  of  the 
Covenant  in  determining  the  general  principles  to  be  followed  in 
the  limitation  and  reduction  of  armaments.  Accordingly,  the  ‘strict 
observance  of  the  standards  of  forces  ’  laid  down  in  the  Peace  Treaties 
for  Germany,  Austria,  Hungary  and  Bulgaria  was  ‘one  of  the  essen¬ 
tial  prerequisites  of  the  limitation  of  armaments  ’ ; 3  but  there  was 

1  Documents  on  International  Affairs,  1931. 

2  This  passage  continued  as  follows:  ‘  It  [the  limitation  of  armaments]  implies 
that  the  League  is  considered  by  them  as  a  living  reality,  invested  with  positive 
responsibilities  and  possessed  of  effective  power.’  In  a  later  section  of  the 
memorandum  the  French  Government  referred  to  a  suggestion,  which  had 
been  made  at  the  eighth  session  of  the  League  Assembly  but  which  had  not 
yet  been  considered  in  detail,  that  each  state  should  be  invited  ‘  to  indicate  that 
in  a  particular  case  of  a  conflict  breaking  out  either  all  its  forces  or  a  certain 
part  of  its  military,  naval  or  air  forces  could  forthwith  intervene  in  the  conflict 
to  support  the  Council’s  decisions  or  recommendations’.  These  two  passages, 
taken  together,  indicated  that  the  French  Government  were  already  engaged 
in  the  train  of  thought  which  led  to  the  submission  to  the  Disarmament  Con¬ 
ference  in  1932  of  concrete  proposals  for  the  placing  of  armaments  at  the 
disposal  of  the  League  of  Nations.  These  French  proposals  were  still  more 
clearly  foreshadowed  in  a  statement  contributed  to  the  American  Associated 
Press  by  Monsieur  Paul-Boncour  at  the  end  of  August  1931 — a  statement  which 
aroused  a  certain  amount  of  comment,  not  of  a  very  favourable  kind,  in  Wash¬ 
ington  at  the  time  of  its  publication. 

3  It  may  be  noted  that  some  six  weeks  before  the  publication  of  the  French 
memorandum  there  had  been  published  in  the  League  of  Nations  Official 
Journal  a  communication  in  which  Monsieur  Briand,  as  President  of  the  Con¬ 
ference  of  Ambassadors,  had  drawn  attention  to  certain  points  in  respect  of 
which  Germany  was  held  not  yet  to  have  fulfilled  to  the  letter  her  obligations 
under  the  disarmament  section  of  the  Peace  Treaty.  Monsieur  Briand’s  note 
was  an  introduction  to  the  reports  of  the  experts  who  had  been  attached  to  the 
Berlin  Embassies  of  the  Powers  formerly  represented  on  the  Military  Control 
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no  obligation  upon  members  of  the  League  whose  standard  of  arma¬ 
ments  was  not  thus  expressly  defined  to  adopt  either  the  methods  or 
the  figures  laid  down  in  the  Peace  Treaties.  If  armaments  were  to  be 
reduced,  a  feeling  of  confidence  must  be  created,  but  confidence  could 
not  be  expected  to  prevail  ‘as  long  as  the  feeling  is  abroad  that  in 
the  eyes  of  many  the  problem  is  not  so  much  one  of  organizing  peace 
for  the  benefit  of  all  as  of  modifying  the  existing  order  for  the  benefit 
of  a  few,  and  as  long  as  it  is  possible  for  some  states  to  feel  that  the 
very  existence  conferred  upon  them  by  the  treaties  is  threatened’. 
The  problem  of  limitation  of  armaments,  in  fact,  was  political  and  not 
technical.  While  the  French  preference  for  a  system  such  as  would 
have  been  established  by  the  abortive  Geneva  Protocol  was  clearly 
restated,  the  memorandum  concluded  with  an  assurance  that  France 
was  ready  to  consider  any  general  solution  of  the  problem  of  organiz¬ 
ing  ‘a  solid  and  durable  peace’,  whether  such  solution  lay  in  the 
direction  of  ‘universal  pledges  of  mutual  assistance,  combination  of 
local  agreements,  constitution  of  international  armed  forces,  or 
simultaneous  recourse  to  these  several  systems’. 

The  publication  of  this  gratuitous  French  memorandum,  with  its 
insistence  on  ‘security  first’,1  indicated  that  there  was  little  or  no 
prospect  that  the  attitude  which  had  been  consistently  adopted  by 

Commission  after  the  withdrawal  of  the  Commission  in  January  1927  (see  the 
Survey  for  1927,  Part  II  A).  The  experts  had  been  withdrawn,  in  their  turn,  in 
January  1930  (see  the  Survey  for  1930,  p.  168). 

1  The  necessity  of  further  guarantees  of  security  as  a  condition  of  disarma¬ 
ment  also  formed  the  subject  of  short  notes  covering  the  information  asked  for 
on  armaments  which  were  dispatched  to  the  League  Secretariat  by  the  Ruma¬ 
nian  and  the  Polish  Governments  and  were  published  during  October  1931.  The 
Rumanian  note  pointed  out  that  Rumania  did  not  as  yet  ‘possess  the  arma¬ 
ments  necessary  for  her  security  in  view  of  her  geographical  situation  so  that 
the  problem,  so  far  as  she  was  concerned,  was  confined  ‘to  a  limitation  of  her 
future  armament  programme,  proportionate  to  the  guarantees  of  security  she 
will  be  given’.  Similarly,  the  Polish  note  emphasized  ‘the  imperfection  of 
international  treaties  and  agreements  in  the  field  of  security’,  declared  that  the 
present  strength  of  the  Polish  army  was  quite  inadequate  to  Poland’s  needs, 
and  explained  that  the  figures  representing  the  present  position  of  her  arma¬ 
ments  must  ‘in  no  way  prejudice  any  demands’  which  she  might  make  to  the 
Disarmament  Conference. 

It  may  be  noted  that  at  the  beginning  of  August  Poland  had  been  reported 
to  have  expressed  unwillingness  to  take  part  in  the  exchange  of  information 
on  armaments  unless  the  Soviet  figures  were  also  made  public.  The  Govern¬ 
ment  of  the  U.S.S.R.  had  actually  sent  information  regarding  their  armaments 
to  the  Secretariat  of  the  League  at  the  end  of  March,  but  had  refused  to  allow 
their  statement  to  be  made  public.  Monsieur  Litvinov,  however,  intimated  to 
the  Polish  Government  that  the  Soviet  Government  were  ready  to  communi¬ 
cate  information  regarding  the  strength  of  their  forces  to  any  Government,  on 
condition  of  reciprocity,  and  an  exchange  of  statements  took  place  between 
Warsaw  and  Moscow  at  the  end  of  September. 
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French  representatives  on  the  Preparatory  Commission  would  be 
modified  when  the  Disarmament  Conference  met.  In  particular,  there 
appeared  to  be  no  prospect  of  French  concessions  on  certain  points 
in  which  Germany  was  specially  interested.  The  fundamental  reason 
for  German  dissatisfaction  with  the  proceedings  of  the  Preparatory 
Commission  was  that  the  draft  Disarmament  Convention,  in  the  form 
in  which  it  had  left  the  Preparatory  Commission’s  hands,  made  no 
provision  for  putting  Germany  upon  an  equal  status  with  other 
Powers  in  the  matter  of  armaments.  The  French  memorandum 
showed  that  France  had  no  intention  of  abandoning  the  thesis  that 
a  perpetuation  of  the  inequality  of  status  imposed  upon  the  defeated 
Powers  by  the  Peace  Treaties  was  essential  for  the  security  of  Europe. 
Similarly,  any  possibility  of  a  revision  of  treaties  by  which  the 
status  quo  might  be  modified  in  favour  of  the  defeated  Powers  appeared 
to  be  ruled  out  by  the  passage  from  the  French  memorandum  which 
has  been  quoted  above.  The  implications  of  the  memorandum  were 
underlined  in  a  speech  which  was  delivered  by  Monsieur  Maginot,  the 
Minister  for  War,  at  Montmedy  on  the  19th  July,  a  day  or  two  before 
the  memorandum  was  published.  Monsieur  Maginot  took  occasion  to 
remark  that  the  respect  for  treaties  must  be  the  basis  of  international 
relations  and  of  a  lasting  peace,  and  that  the  pacifically  minded 
nations  ought  to  remain  strong,  while  the  armaments  of  nations  with 
warlike  intentions  ought  to  be  kept  at  the  reduced  level  which  had 
been  imposed  upon  them  as  part  of  the  peace  settlement. 

The  tone  of  the  French  memorandum  and  of  Monsieur  Maginot ’s 
speech  were  alike  symptoms  of  a  hardening  of  French  opinion  towards 
Germany,  for  which  the  ill-fated  plan  for  an  Austro-German  customs 
union1  was  largely  responsible,  and  which  was  not  of  good  augury 
for  the  success  of  the  Disarmament  Conference.  Even  after  the 
formal  interment  of  the  customs  union  project  in  September  1931, 
the  current  of  feeling  in  French  Nationalist  circles  continued  to  set 
strongly  against  any  genuine  measure  of  disarmament.  The  attitude 
of  the  French  Right  was  illustrated  by  the  proceedings  at  an  inter¬ 
national  demonstration  on  disarmament  which  took  place  at  the 
Trocadero  in  Paris  on  the  evening  of  the  26th  November,  1931,  in 
connexion  with  an  international  congress  which  had  been  in  session 
at  the  Institute  of  Intellectual  Co-operation,  attended  by  over  six 
hundred  delegates  from  seventeen  different  countries.  At  the  Tro¬ 
cadero  meeting,  distinguished  speakers  of  various  nationalities  were 
constantly  interrupted  or  altogether  refused  a  hearing  by  an  excited 

1  See  the  present  volume,  Part  III  A.  See  also  the  preceding  section  for  the 
effect  of  the  launching  of  the  project  on  the  Franco -Italian  naval  negotiations. 
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crowd.  A  particularly  hostile  reception  was  given  to  Mr.  Houghton,1 
the  former  American  Ambassador  in  Great  Britain,  and  the  meeting 
finally  broke  up  in  disorder,  to  the  strains  of  the  Marseillaise.  Even 
more  significant  than  the  temper  of  the  meeting  itself  was  the  fact 
that  the  French  Right  Press  commented  on  the  disturbances  on  the 
following  day  with  scarcely  a  sign  of  disapproval.  It  was  also  sig¬ 
nificant  that  leading  politicians  of  the  Left  such  as  Monsieur  Paul- 
Boncour  and  Monsieur  Painleve,  who  had  made  speeches  during  the 
sessions  of  the  Disarmament  Congress  which  preceded  the  Trocadero 
meeting,  and  Monsieur  Herriot,2  who  had  recently  spoken  on  the 
same  theme  in  the  Chamber,  had  all  alike  laid  stress  on  the  need  for 
‘security  first’.  The  hostile  attitude  of  the  audience  at  the  Trocadero 
was  attributed  in  part  to  the  fact  that  remarks  made  by  Monsieur 
Painleve  in  this  sense  at  the  afternoon  session  of  the  Disarmament 
Congress  had  been  strongly  criticized  by  subsequent  speakers. 

It  was  a  testimony  to  the  strength  of  the  opposition  to  disarma¬ 
ment  in  France  that  certain  prominent  members  of  parties  of  the 
Left,  who  were  genuinely  concerned  for  the  success  of  the  World 
Conference  which  was  to  take  place  in  February  1932,  were  reduced 
to  advocating  the  postponement  of  the  Conference  until  after  the 
French  General  Election  of  May  1932,  in  the  hope  that  the  elections 
would  result  in  a  victory  for  the  Left  and  a  consequent  change  in 
French  policy.  Recommendations  to  this  effect  were  made  by  Monsieur 
Jacques  Kayser  in  the  Republique,  as  early  as  the  25th  April,  1931 ; 
and  as  the  year  progressed  from  one  international  crisis  to  another  the 
desirability  of  adjourning  the  Conference  was  widely  discussed  in  the 
press  of  other  countries  interested  as  well  as  in  France.  In  the  middle 
of  May,  for  instance,  a  distinguished  American  journalist,  Mr.  Frank 
H.  Simonds,  who  had  been  travelling  in  Europe  for  some  months, 
addressed  a  letter  to  the  London  Times,  in  which  he  expressed  the 
opinion  that  the  atmosphere  in  Europe  was  more  tense  than  it  had 
been  at  any  time  since  the  occupation  of  the  Ruhr,  that  the  state  of 
mind  in  the  principal  European  countries  was  such  as  to  foreshadow 
the  almost  certain  failure  of  the  Disarmament  Conference,  and  that 
postponement  was  the  obvious  course  for  intelligent  statesmanship. 

1  Mr.  Houghton’s  special  unpopularity  was  probably  explained  by  the  fact 
that  he  had  made  a  speech  in  New  York  ten  days  earlier,  on  the  eve  of  his 
departure  for  Paris  to  attend  the  Disarmament  Congress,  in  which  he  had 
argued  that  if  France  was  unable  for  any  reason  to  agree  to  a  reduction  of  her 
armaments,  the  United  States  and  the  other  countries  concerned  ought  to  come 
to  an  agreement  between  themselves  without  waiting  for  France. 

2  Monsieur  Herriot  presided  over  the  Trocadero  meeting,  but  neither  his 
influence  nor  his  powerful  voice  availed  to  quell  the  storm. 
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Proposals  for  adjournment,  however,  were  strenuously  resisted  by  the 
organizations  and  the  individual  men  and  women  of  various  nationali¬ 
ties  who  were  concentrating  their  efforts  on  preparations  for  the  Con¬ 
ference,  nor  were  they  officially  supported  by  any  of  the  Governments 
concerned .  Strong  opposition  to  such  proposals  was  expressed  in  W ash- 
ington  and  in  Rome  (the  Italian  Government  held  that  the  position 
in  regard  to  the  Franco -Italian  naval  negotiations  made  it  more  than 
ever  necessary  for  the  Conference  to  take  place  at  the  appointed  time). 
Early  in  September  it  was  semi -officially  announced  in  Paris  that  the 
French  Government  did  not  desire  the  Conference  to  be  postponed,1 
and  on  the  14th  September  a  parliamentary  question  in  the  House  of 
Commons  at  Westminster  elicited  the  reply  that  the  British  Govern¬ 
ment  would  definitely  oppose  suggestions  for  adjournment.  Never¬ 
theless,  at  the  beginning  of  December,  following  the  publication  in 
certain  German  newspapers  of  rumours  that  the  Conference  would  not 
take  place  in  February,  hints  were  thrown  out  in  London2  that  any 
initiative  towards  postponing  the  Conference  would  come  most  suit¬ 
ably  from  Germany — the  implication  being  that  an  initiative  of  this 
kind  would  not  be  unwelcome  to  Great  Britain. 

If  there  was  any  serious  expectation  that  the  German  Government 
might  be  induced  to  take  such  action,  it  was  doomed  to  disappoint¬ 
ment.  The  crisis  through  which  Germany  had  been  passing  during  the 
last  six  months  had  not  brought  about  any  change  in  the  attitude 
which  was  taken  towards  the  impending  Disarmament  Conference 
by  the  German  Government  and  by  the  nation  as  a  whole.  It  was 
still  the  policy  of  the  German  Government  to  press  for  the  summoning 
of  the  Disarmament  Conference  at  the  earliest  possible  moment,  and 
to  leave  no  doubt  that  Germany  would  assert,  at  the  Conference,  her 
right  to  equality  of  status  with  the  ‘  ex-Allied  ’  Powers  in  the  matter  of 
armaments.  It  has  been  mentioned  in  the  preceding  volume3  that 
Dr.  Curtius  had  made  it  clear  to  the  League  Council  in  January  1931 
that  the  German  Government  were  not  prepared  to  take  the  draft 
Disarmament  Convention  as  a  basis  for  discussion  when  the  Con¬ 
ference  met,  but  that  they  intended  to  reopen  certain  questions  in 
which  Germany  was  specially  interested.  The  German  Government’s 
rejection  of  the  draft  convention  as  inadequate  was  emphasized  again 
by  Dr.  Curtius  in  a  speech  in  the  Reichstag  on  the  10th  February, 
1931 ;  while  on  the  9th  March,  the  Minister  of  Defence,  General 

1  According  to  the  correspondent  of  The  Manchester  Guardian,  the  French 
General  Staff  opposed  postponement  because  they  anticipated  a  breakdown  of 
the  Conference  if  it  was  held  in  February. 

2  See,  for  instance,  a  leading  article  in  The  Times  of  the  2nd  December,  1931. 

3  The  Survey  for  1930,  p.  124. 
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Groener,  in  introducing  the  army  estimates  into  the  Reichstag, 
dwelt  at  length  on  the  reasonableness  of  the  German  demand  for 
equal  treatment.  There  were  of  course  reasons — largely  of  a  psycho¬ 
logical  nature — which  made  it  difficult,  if  not  impossible,  for  any 
German  Government  to  withdraw  or  modify  that  demand ;  but  the 
effect  of  its  reiteration  upon  public  opinion  abroad,  especially  in 
France,  was  bound  to  be  unfortunate.1  An  illustration  of  the 
suspicions  to  which  Germany’s  attitude  gave  rise  in  France  was 
afforded  by  the  demand  which  was  made,  during  the  negotiations 
that  followed  the  announcement  of  Mr.  Hoover’s  proposal  for  a  year’s 
moratorium,  that  Germany  should  give  an  assurance  that  no  portion 
of  the  sum  which  would  be  placed  at  her  disposal  if  the  moratorium 
came  into  effect  should  be  expended  upon  armaments.  The  required 
assurance  was  given  by  Dr.  Briining  on  the  2nd  July ;  but  only  a  week 
later  fresh  cause  for  suspicion  was  afforded  by  the  arrest  in  Germany 
of  three  foreigners — one  of  whom  was  reported  to  be  a  Pole  and  the 
other  two  Czechoslovak  subjects — who  were  accused  of  ‘spying’  on 
a  Stahlhelm  rally  which  had  been  held  at  Breslau  on  the  1st  June. 
The  reputed  Polish  subject  was  tried,  behind  closed  doors,  by  the 
Breslau  High  Court  in  the  following  November,  and  was  sentenced  to 
six  months’  imprisonment  on  the  21st  November.  Three  days  later 
the  Supreme  Court  at  Leipzig  sentenced  to  eighteen  months’  imprison¬ 
ment  each  the  editor  of  a  German  review  and  an  air  pilot  who  had 
contributed  an  article  to  the  review  on  German  aviation,  in  which 
‘  military  secrets  ’  were  alleged  to  have  been  betrayed.  Sentences  such 
as  these  (though  they  might  perhaps  be  excused,  if  not  justified, 
on  psychological  grounds) 2  were  certainly  calculated  to  convey  the 

1  French  opinion  was  specially  exasperated  by  Germany’s  persistence  in 
carrying  out  her  programme  for  the  construction  of  ‘pocket-battleships’.  The 
first  of  the  new  10,000-ton  cruisers,  the  Deutschland  (formerly  known  as  the 
Ersatz-Preussen)  was  launched  at  Kiel  by  President  Hindenhurg  on  the 
19th  May,  1931.  Credits  for  laying  down  the  second  cruiser  (the  Ersatz-Loth- 
ringen)  had  been  passed  by  the  Reichstag  on  the  20tli  March ;  and  the  German 
Government  were  not  persuaded  to  suspend  construction  by  the  exercise  of 
diplomatic  pressure  from  abroad  (during  the  visit  of  Mr.  Stimson  to  Berlin 
towards  the  end  of  July  he  was  reported  to  have  made  representations  to 
General  Groener  on  the  subject).  On  the  16th  October,  however,  the  Com¬ 
munist  and  Socialist  members  of  the  Reichstag,  taking  advantage  of  the  absence 
of  the  Nazis,  succeeded  in  getting  a  motion  passed,  just  before  the  Reichstag 
adjourned  until  the  23rd  February,  1932,  by  which  the  construction  of  the 
Ersatz-Lothringen  would  be  suspended  and  the  money  thus  saved  would  he 
allocated  to  feeding  the  children  of  the  unemployed.  Thereupon,  the  Govern¬ 
ment  announced  that  a  bill  providing  further  credits  for  the  construction  of  the 
cruiser  would  be  introduced  as  soon  as  the  Reichstag  met  in  February. 

2  An  attempt  at  explanation  was  given  by  General  Groener  in  an  article  in 
the  Deutsche  Allgemeine  Zeitung  on  the  29th  November,  1931. 
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impression  that  Germany  had  something  to  hide ;  and  it  was  note¬ 
worthy  that  they  were  taken  sufficiently  seriously  in  Great  Britain 
for  a  question  on  the  subject  to  be  asked  in  the  House  of  Commons 
by  Sir  Austen  Chamberlain. 

As  the  date  fixed  for  the  Disarmament  Conference  drew  nearer, 
signs  were  multiplied  in  Germany  that  the  fundamental  point  of 
German  policy,  on  which  all  classes  and  all  parties  were  agreed,  was 
the  refusal  to  tolerate  the  perpetuation  of  unilateral  disarmament — 
even  though  the  goal  of  equality  should  prove  to  be  unattainable 
except  by  a  process  of  levelling-up  on  which  Germany  could  ill  afford 
to  embark.  On  the  25th  November,  for  instance,  a  big  demonstration 
took  place  in  Berlin  which  was  addressed  by  responsible  representa¬ 
tives  of  all  the  political  parties.  Practically  all  the  speakers  hinted 
strongly  that  if  the  Disarmament  Conference  failed  to  make  a  reason¬ 
able  advance  towards  the  general  reduction  of  armaments  contem¬ 
plated  in  the  Versailles  Treaty,  Germany  would  consider  herself 
released  from  the  obligation  to  maintain  her  armaments  at  the  level 
prescribed  by  the  Treaty.  A  resolution  was  adopted  declaring,  in 
principle,  that  a  convention  on  the  basis  of  equal  rights  and  obliga¬ 
tions  must  take  the  place  of  a  one-sided  system  of  dictation,  and  that 
in  practice  steps  must  be  taken  at  the  Disarmament  Conference  to¬ 
wards  the  adjustment  of  armaments  to  a  standard  level.  The  terms 
of  this  resolution  were  an  indication  that  Germany  did  not  in  fact 
expect  her  demands  to  be  met  in  full  at  the  forthcoming  Conference, 
but  would  be  content  if  definite  steps  were  taken  in  the  direction 
which  she  desired.  Moreover,  even  if  the  tone  of  certain  speeches  at 
this  demonstration  might  appear  to  justify  accusations  of  intransi¬ 
gence,  the  fact  that  representatives  of  all  the  political  parties  could 
be  brought  together  to  discuss  disarmament  proved  that  interest  in 
the  subject  was  genuine  and  widespread,  and  that  the  seriousness  of 
the  problems  which  the  Disarmament  Conference  would  be  called 
upon  to  settle  was  not  under-estimated. 

In  other  countries,  also,  during  the  twelve  months  preceding  the 
opening  of  the  Disarmament  Conference,  the  efforts  which  were  being 
made  to  awaken  public  opinion  to  the  gravity  of  the  issues  at  stake 
in  the  Disarmament  Conference  did  not  remain  fruitless,  in  spite  of 
the  general  preoccupation  with  urgent  questions  of  economics  and 
finance.  In  Great  Britain,  a  disarmament  campaign  was  opened  by 
Mr.  Henderson,  President-Elect  of  the  Conference,  at  a  meeting  at  the 
Queen’s  Hall  on  the  9th  February,  and  during  the  spring  and  summer 
similar  meetings  and  conferences  were  organized  in  different  centres 
throughout  the  country.  On  the  11th  July  a  big  demonstration 
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took  place  at  the  Albert  Hall  which  bore  striking  testimony  to 
the  national  character  of  the  movement.  The  meeting,  which  was 
supported  by  sixty  organizations,  was  addressed  by  the  leaders  of  the 
three  political  parties,1  and  the  number  of  people  who  were  anxious 
to  attend  it  would  have  sufficed  to  fill  the  Albert  Hall  twice  over.  A 
resolution  was  carried  unanimously  urging  the  Government  ‘to  do 
all  in  its  power  to  bring  about  a  real  reduction  in  the  armies,  navies 
and  air  forces  of  the  world’.  Churches  and  religious  organizations 
were  specially  active  in  arranging  meetings  and  conducting  propa¬ 
ganda,  and  this  phase  of  the  movement  culminated  in  a  special  Dis¬ 
armament  Service  at  St.  Paul’s  Cathedral  on  the  15th  December. 
Another  phase  was  represented  by  the  British  signatures— numbering 
over  two  million — which  were  affixed  to  an  international  declaration 
in  support  of  disarmament  put  forward,  in  the  first  place,  by  the 
Women’s  International  League. 

This  international  declaration,  which  was  destined  for  presenta¬ 
tion  to  the  Disarmament  Conference  in  February  1932,  was  circulated 
in  forty  different  countries.  By  the  beginning  of  October  it  was 
reported  to  have  obtained  a  million  signatures  in  Japan,  and  a  million 
and  a  half  in  the  United  States,  where  it  was  formally  presented  to 
President  Hoover,  by  a  deputation  from  the  Women’s  International 
League,  on  the  10th  October.  Other  organizations  in  the  United 
States  which  interested  themselves  in  questions  relating  to  world 
peace  were  also  actively  engaged  during  1931  in  a  campaign  of  pre¬ 
paration  for  the  Disarmament  Conference.  Early  in  June  an  appeal 
which  was  signed  by  sixty-six  representatives  of  different  associa¬ 
tions  was  presented  to  President  Hoover,  urging  him  to  use  all  his 
influence  in  order  to  ensure  the  success  of  the  Conference,  and 
recommending  that  the  Government  of  the  United  States  should 
define  the  measures  which  they  would  be  prepared  to  take  if  circum¬ 
stances  should  arise  which  threatened  the  principles  of  the  ‘Kellogg 
Pact’.  On  Armistice  Day,  fifty  mass  meetings  on  disarmament  were 
arranged  at  different  centres  and  were  addressed  by  distinguished 
speakers,  many  of  whom  advocated  drastic  measures.  The  economic 
aspect  of  disarmament  appealed  especially  strongly  to  American 
public  opinion  during  1931.  It  was  this  aspect  that  inspired  a  pro¬ 
posal,  which  was  widely  discussed  during  the  summer,  that  the 

1  On  the  29th  June,  disarmament  questions  had  been  debated  in  Committee 
of  Supply  of  the  House  of  Commons,  and  the  debate  had  practically  resolved 
itself  into  a  demonstration  of  national  unity ;  for  speakers  of  all  parties  laid 
stress  on  the  vital  importance  of  the  Disarmament  Conference  and  on  the 
impossibility  of  the  armed  forces  of  Great  Britain  being  reduced  to  a  lower 
level  unilaterally. 
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United  States  should  take  the  initiative  in  proposing  a  ‘naval 
holiday’  for  two  or  even  for  five  years.  The  name  of  Senator  Borah 
was  closely  associated  with  this  suggestion,  but  rumours  that  it 
would  be  taken  up  officially  by  the  Administration  proved  to  be 
unfounded.  The  Government  at  Washington  did,  however,  signify 
their  approval  without  delay  when  an  actual  proposal  for  an  arma¬ 
ments  truce  was  made  by  the  Italian  representative  to  the  Assembly 
of  the  League  of  Nations  in  September  1931. 

In  Italy,  a  striking  feature  of  the  preparations  for  the  Disarmament 
Conference  was  the  disappearance  of  that  discrepancy  between  the 
public  utterances  of  the  Head  of  the  Government  and  of  the  Foreign 
Minister  which  had  perplexed  students  of  Italian  foreign  policy  during 
the  year  1930.1  Signor  Mussolini,  in  his  writings  and  his  speeches 
during  the  year  1931,  declared  himself  a  convinced  supporter  of 
general  and  sinndtaneous  disarmament.  In  an  article  which  he 
contributed  in  February  to  the  Neue  Freie  Presse  of  Vienna,  he  ex¬ 
pounded  the  view — the  opposite  to  that  held  in  France — that  security 
could  only  be  the  outcome  of  disarmament  and  could  not  precede  it, 
and  expressed  regret  on  the  score  that  all  countries  continued  to 
increase  their  armaments  while  they  talked  of  disarming.  On  the 
10th  July,  in  discussing  with  representatives  of  the  press  an  inter¬ 
view  which  he  had  just  had  with  Mr.  Stimson,  he  declared  that  he  was 
‘willing  to  accept  the  very  lowest  figure  for  armaments,  even  10,000 
rifles  for  the  whole  of  Italy  provided  that  no  other  nation  was  allowed 
to  exceed  the  limits  agreed  to  by  the  Italian  Government.  On  the 
1st  August  the  Parisian  review  Les  Annales  published  an  article 
in  which  Signor  Mussolini  enlarged  upon  the  danger  of  Communism 
spreading  throughout  Europe  during  the  coming  winter,  and  pre¬ 
scribed  the  remedy  of  general  disarmament  for  the  ills  from  which 
the  world  was  suffering.  The  Disarmament  Conference,  he  declared, 
was  of  the  most  pressing  importance,  for  it  was  ‘not  only  the  existence 
of  the  League  of  Nations  that’  was  ‘at  stake,  but  the  destinies  of  the 
human  race’.  These  gestures  on  the  part  of  Signor  Mussolini  were 
in  perfect  harmony  with  the  gesture  which  was  made  by  Signor 
Grandi  at  Geneva  on  the  8th  September,  1931,  at  the  second  plenary 
meeting  of  the  twelfth  session  of  the  Assembly  of  the  League  of 
Nations. 

On  that  day  Signor  Grandi,  in  the  course  of  his  maiden  speech 
before  the  Assembly,2  suggested  that,  as  a  practical  measure  of 

1  See  the  preceding  section,  pp.  260-2. 

2  Extracts  from  Signor  Grandi’ s  speech  will  be  found  in  Documents  on 
International  Affairs,  1931. 
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preparation  for  the  Disarmament  Conference,  the  states  members  of 
the  League 

ought  to  try  immediately  to  arrive  at  a  really  effective  armaments 
truce,  at  least  for  the  period  of  the  Conference.  ...  A  general  and  imme¬ 
diate  agreement  between  states  to  suspend  the  execution  of  programmes 
for  fresh  armaments  would  not  only  set  our  peoples  an  example  of  good¬ 
will,  but  would  create  a  psychological  and  political  atmosphere  of  greater 
calm  and  confidence,  which  would  do  more  than  any  declaration  of  prin¬ 
ciples  to  further  the  work  of  the  Conference  and  lead  to  tangible 
results. 

Signor  Grandi’s  speech  had  a  ‘good  press ’  in  the  United  States,  and 
it  was  stated  at  once  in  ‘authoritative  quarters’  at  Washington  that 
the  Government  viewed  the  proposal  for  an  armaments  holiday  with 
friendly  sympathy.  As  was  to  be  expected,  the  speech  had  a  ‘bad 
press’  in  France,  and  it  was  significant  that  when  Monsieur  Briand’s 
turn  came  to  address  the  Assembly,  on  the  1 1th  September,  he  suc¬ 
ceeded  in  devoting  the  main  part  of  his  speech  to  the  questions  of 
disarmament  and  security  without  referring  to  the  Italian  proposal. 
The  idea  of  a  truce,  however,  had  already  been  taken  up  by  other 
delegates.  Lord  Cecil,  on  behalf  of  the  British  Government,  had 
expressed  approval  of  the  idea  in  principle  on  the  10th  September  and 
had  promised  that,  if  ‘some  proposal  giving  body  and  concrete  effect 
to  the  Italian  suggestion  ’  were  laid  before  the  Third  Committee,  he 
would  give  it  ‘the  most  anxious  and  most  sympathetic  consideration  ’. 
On  the  11th  September,  after  Monsieur  Briand  had  spoken,  a  draft 
resolution  was  laid  before  the  Assembly,  in  the  names  of  the  delega¬ 
tions  of  Denmark,  Norway,  the  Netherlands,  Sweden  and  Switzer¬ 
land,  by  the  adoption  of  which  the  Assembly  would  request  the 
Council 

to  urge  the  Governments  convened  to  the  General  Disarmament  Con¬ 
ference  to  show  their  firm  determination  to  support  the  efforts  to  ensure 
peace  and  re-establish  mutual  confidence  by  abstaining,  pending  the 
results  of  the  Conference,  from  any  measure  leading  to  an  increase  in 
the  present  level  of  their  armaments. 

This  resolution  was  referred  to  the  Third  Committee  of  the 
Assembly,  which  reached  this  item  of  its  agenda  on  the  1 9th  September. 
Monsieur  Munch,  the  Danish  President  of  the  Committee,  opened  the 
proceedings  by  suggesting  that  the  question  of  a  truce  in  armaments 
interested  certain  states  which  were  not  members  of  the  League  but 
which  would  be  represented  at  the  Disarmament  Conference,  and  that 
the  Governments  of  the  United  States,  the  U.S.S.R.  and  Turkey  ought 
to  be  invited  to  send  delegates  to  sit  on  the  Third  Committee  while 
the  question  was  under  consideration.  After  prolonged  deliberation, 
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it  was  decided  that  all  the  eight  non-member  states1  which  had  been 
invited  to  attend  the  Disarmament  Conference,  and  not  merely  the 
three  indicated  by  Monsieur  Miinch,  should  be  asked  to  nominate 
a  delegate  to  serve  on  the  Third  Committee.  Invitations  were 
dispatched  accordingly,  and  were  accepted  by  the  United  States 
(Mr.  Hugh  Wilson  took  his  seat  on  the  committee  on  the  21st 
September),2  Turkey,  Egypt,  Costa  Rica,  and  Brazil.  The  Govern¬ 
ment  of  the  U.S.S.R.  replied  that  it  would  not  be  possible  for  them  to 
appoint  representatives  but  that  under  certain  conditions  they  would 
agree  to  the  truce. 

Having  disposed  of  this  preliminary  question,  the  Third  Committee, 
on  the  21st  September,  went  on  to  consider  alternative  proposals  in 
regard  to  'an  armaments  truce.  The  five-Power  resolution  was 
formally  moved  by  Monsieur  Colban  (Norway),  but  the  Italian  delega¬ 
tion  was  anxious  that  the  suggestion  thrown  out  by  Signor  Grandi  on 
the  8th  September  should  be  given  effect  in  more  concrete  terms  than 
were  contemplated  in  Monsieur  Colban’s  resolution.  General  de 
Marinis,  who  was  representing  Italy  on  the  Third  Committee,  criti¬ 
cized  the  ‘  Scandinavian  ’  proposal  on  the  ground  that  it  amounted  to 
no  more  than  the  expression  of  an  aspiration.  He  suggested  that  the 
Assembly  should  call  upon  the  Governments  for  an  undertaking, 
valid  for  one  year,  that  they  would  not  increase  the  expenditure  on 
land  armaments  provided  for  in  their  Budgets ;  that  they  would 
suspend  all  naval  construction  except  for  purposes  of  replacement ; 
and  that  they  would  construct  no  military  aeroplanes  except  for 
purposes  of  replacement. 

The  principal  opposition  to  General  de  Marinis ’s  suggestions  came 
from  France,  Poland  and  Japan  (whose  delegate  suggested  that  the 
whole  question  of  an  armaments  truce  should  be  postponed  for  con¬ 
sideration  by  the  Disarmament  Conference  itself).  Czechoslovakia, 
Jugoslavia,  Rumania  and  Finland  also  preferred  the  more  general 
‘  Scandinavian  ’  proposal.  Unqualified  support  for  General  de  Marinis 
came  from  Germany,  Austria  and  Hungary,  and  a  number  of  other 
states  (including  Great  Britain)  would  have  been  prepared  to  accept 
his  suggestions  if  they  could  have  secured  general  approval.  Mr.  Hugh 

1  See  above,  p.  281.  Mexico,  one  of  the  nine  non-member  states  which  the 
Council  had  decided  in  May  1931  to  invite  to  the  Disarmament  Conference,  had 
been  admitted  to  membership  of  the  League  on  the  12th  September,  1931,  and 
was  therefore  represented  on  the  Third  Committee  as  of  right. 

2  This  was  the  first  time  that  a  representative  of  the  United  States  took  part 
in  the  work  of  an  Assembly  Committee.  The  remarkable  developments  in 
co-operation  between  the  United  States  and  the  League  during  the  last  quarter 
of  1931,  apropos  of  the  Sino-Japanese  dispute,  are  indicated  elsewhere  in  the 
present  volume  (Part  IV,  section  (iii)  ( b )  (4)). 
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Wilson,  on  behalf  of  the  United  States,  accepted  General  de  Marinis’s 
three  points  with  the  single  reservation  that  his  Government  should 
not  be  required  to  suspend  the  construction  of  destroyers  (contracts 
for  which  were  being  allocated  in  the  United  States  as  part  of  a 
programme  of  unemployment  relief).  On  the  24th  September, 
General  de  Marinis  submitted  his  proposal  in  the  form  of  a  resolution, 
and  on  Lord  Cecil’s  suggestion  a  drafting  committee  was  appointed  to 
attempt  the  difficult  task  of  producing  a  joint  resolution  in  which 
both  schools  of  thought  would  be  adequately  represented.  As  was  to 
be  expected  under  the  circumstances,  the  school  which  was  in  favour 
of  a  general  formula  won  the  day.  The  resolution  which  was  finally 
submitted  by  the  Third  Committee  to  the  Assembly  ran  as  follows : 

In  view  of  the  fact  that  an  undertaking  on  the  part  of  all  states  not 
to  increase  their  armaments  would  help  to  create  an  atmosphere  of 
confidence,  to  prevent  competition  in  armaments  and  to  prepare  the 
ground  for  the  success  of  the  forthcoming  Conference: 

The  Assembly  requests  the  Governments  invited  to  the  Disarmament 
Conference  to  prepare  for  this  event  by  means  of  an  armaments  truce, 
and,  accordingly, 

Requests  the  Council  to  urge  the  Governments  convened  to  the  said 
Conference  to  give  proof  of  their  earnest  desire  for  the  successful  issue 
of  the  efforts  to  ensure  and  organize  peace  and,  without  prejudging  the 
decisions  of  the  Conference  or  the  programmes  or  proposals  submitted 
to  it  by  each  Government,  to  refrain  from  any  measure  involving  an 
increase  in  their  armaments ; 

Likewise  requests  the  Council  to  ask  the  Governments  to  state,  before 
the  1st  November,  1931,  whether  they  are  prepared  for  a  period  of  one 
year  as  from  that  date  to  accept  this  truce  in  armaments. 

This  resolution  was  adopted  by  the  Assembly  in  plenary  session  on 
the  29th  September,  after  the  nature  of  the  proposals  had  been 
explained  by  Senor  de  Madariaga,  as  rapporteur  of  the  Third  Com¬ 
mittee,1  and  had  been  commented  on  by  other  speakers.  Lord  Cecil, 
for  the  British  delegation,  made  it  clear  that  he  would  have  preferred 
‘  a  more  specific  and  definite  statement  of  the  policy  of  the  suspension 
of  armaments 5 ;  but  he  expressed  his  conviction  that  if  the  resolution 
were  'carried  out  honestly  and  honourably  by  those  Governments 
who  assent  to  it’,  the  result  would  be  ‘a  real  truce  in  armaments’ 
which  could  not  but  have  ‘  an  immensely  valuable  effect  on  the  public 

1  The  report  of  the  Third  Committee  to  the  Assembly  explained  that  during 
the  discussion  on  the  proposed  armaments  truce  certain  delegations  had  ‘made 
a  point  of  stating  explicitly  that  they  do  not  regard  as  incompatible  with  the 
principle  thus  laid  down  such  measures  as  the  normal  carrying  out  of  legal 
enactments  relating  to  effectives,  the  regular  execution  of  programmes  for  the 
upkeep  and  renewal  of  land,  naval  and  air  material  or  fortifications  and  the 
constitution  of  the  corresponding  stocks  ’. 
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opinion  of  the  world  Monsieur  Massigli,  the  representative  of  France, 
did  not  attempt  to  ‘  hide  the  misgivings  ’  felt  by  the  French  delegation 
in  regard  to  the  original  Italian  suggestion,  which  had  seemed  to  them 
‘not  only  a  very  ambitious  anticipation  of  the  work  of  the  forth¬ 
coming  Conference,  but  also  a  task  which  must  inevitably  encounter 
serious  difficulties 5 ;  hut  he  gave  qualified  approval  to  the  proposal 
embodied  in  the  resolution,  the  ‘moral  value  ’  of  which  he  emphasized. 
General  de  Marinis,  for  his  part,  claimed  credit  for  the  ‘sincere  spirit 
of  conciliation’  which  had  animated  the  Italian  delegation  and  had 
induced  them  to  accept  an  amended  form  of  their  proposal  in  order 
to  facilitate  its  unanimous  acceptance  by  the  Assembly.  He  believed 
that  the  resolution  would  ‘have  a  most  beneficial  effect  in  limiting 
the  competition  in  armaments’  and  would  ‘undoubtedly  help  to 
arrest  the  increase  in  armaments’  which  had  been  witnessed  during 
the  last  few  years. 

The  first  state  to  accept  the  proposal  for  an  armaments  truce  was 
Luxembourg,  and  by  the  beginning  of  November  acceptances  had 
reached  the  League  Secretariat  from  35  Governments,  including 
those  of  Italy,  France,  Great  Britain,  Germany,  the  United  States, 
Japan,  and  the  Union  of  Soviet  Socialist  Republics.  The  majority  of 
the  35  Governments  made  general  acceptance  of  the  truce  a  condition 
of  their  approval,  and  some  of  them  made  other  special  conditions  or 
reservations.  The  Japanese  Government,  for  instance,  stipulated 
that  the  truce  should  not  affect  in  any  way  the  improvement  in  the 
organization  and  equipment  of  the  Japanese  army  which  would  be 
carried  on  within  the  limits  of  the  Budget  already  voted,  nor  the 
execution  of  programmes  already  approved  by  Parliament.  The 
Chinese  Government,  in  their  reply,  declared  that  ‘this  matter  as 
well  as  the  Disarmament  Conference  depends  on  the  settlement  of  the 
present  conflict  in  Manchuria  with  which  the  Council  is  dealing  ’J  The 
British  Government  stated  that  they  considered  that  their  ‘pro¬ 
gramme  of  land,  naval  and  air  material  to  be  constructed  or  acquired 
during  the  period  of  the  truce  ’  was  in  no  way  inconsistent  with  the 
resolution  of  the  Assembly  as  interpreted  in  the  Third  Committee, 
and  that  they  understood  that,  in  the  event  of  ‘unforeseen  circum¬ 
stances  ’  arising,  they  would  be  at  liberty  to  suspend  the  operation  of 
the  undertaking  on  notifying  the  Secretary-General  of  the  League.1 2 

The  acceptance  of  the  United  States  Government  was  conditional 
on  ‘like  action’  being  taken  by  the  other  principal  military  and  naval 

1  See  the  present  volume,  Part  IV,  section  (iii)  ( b ). 

2  This  contingency  was  also  provided  for  by  the  report  of  the  Third  Com¬ 
mittee  to  the  Assembly. 
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Powers,  and  on  the  understanding  ‘that  the  proposed  truce  shall  not 
apply  to  construction  which  had  been  begun  or  for  which  contracts 
had  been  let  before  its  entry  into  force’.  France  accepted  the  truce 
on  condition  that  it  was  observed  by  her  neighbours  and  under  the 
conditions  defined  in  the  report  of  the  Third  Committee  to  the 
Assembly.  The  Government  of  the  U.S.S.R.  declared  themselves 
ready  to  suspend  the  construction  of  armaments  on  the  same  terms 
as  were  accepted  by  other  Powers,  but  they  expressed  the  opinion 
that  the  undertaking  ought  to  have  the  binding  character  of  an 
international  convention,  and  that  it  ought  to  apply  unmistakably 
to  all  categories  of  armaments.  They  took  occasion  to  point  out  that 
the  ‘  absence  of  clearness  and  precision  in  the  corresponding  decisions 
of  the  League  of  Nations  constitutes  one  of  the  causes  of  the  regrettable 
events  which  are  actually  taking  place  in  Manchuria,  and  which 
obviously  cannot  strengthen  the  atmosphere  of  confidence  ’. 

Between  the  1st  November,  1931,  and  the  middle  of  that  month, 
a  number  of  additional  acceptances  of  the  armaments  truce  were 
notified  to  the  League  Secretariat,  bringing  the  total  up  to  about  fifty  T 
On  the  14th  November  the  Secretary-General  forwarded  to  all  the 
Governments  which  had  been  invited  to  attend  the  Disarmament 
Conference  a  circular  letter  from  the  acting  President  of  the  Council 
(Senor  Lerroux)  commenting  on  the  replies  which  had  been  received 
to  the  proposal.  Senor  Lerroux  stated  that  all  the  Governments 
which  had  replied  had  declared  their  willingness  to  accept  the  truce  ; 
that  certain  of  them  made  their  acceptance  conditional  upon  recipro¬ 
city,  which  had  in  fact  been  achieved ;  and  that,  while  many  of  the 
replies  contained  interpretations  and  observations,  these  appeared  to 
be  in  keeping  with  the  spirit  and  the  letter  of  the  resolution  and  the 
report  of  the  Third  Committee  to  the  Assembly.  It  appeared  to  him, 
therefore,  that  the  procedure  which  would  be  most  in  harmony  with 
the  objects  of  the  truce  and  the  spirit  of  the  discussions  in  the 
Assembly  would  be  to  consider,  unless  and  in  so  far  as  Governments 
did  not  forthwith  intimate  any  objection,  that  the  Armaments  Truce 
had  been  accepted  as  for  one  year  from  the  1st  November,  1931,  by 
the  Governments  invited  to  the  Disarmament  Conference.  No  Govern¬ 
ment  signified  opposition  to  this  proposal,  and  the  truce  accordingly 
came  into  force  automatically  without  further  correspondence. 

1  The  only  states  represented  on  the  Disarmament  Conference  which  had 
not  accepted  the  truce  before  the  Conference  opened  were  Abyssinia,  Afghani¬ 
stan,  Bolivia,  Brazil,  the  Dominican  Republic,  Guatemala,  Honduras,  Mexico, 
Salvador. 


PART  III 

EUROPE 

A.  GENERAL 

The  Project  for  an  Austro -German  Customs  Union. 

In  an  earlier  section  of  the  present  volume,1  the  outstanding  facts 
in  connexion  with  the  projected  customs  union  between  Germany 
and  Austria  have  been  recorded  in  their  general  setting  ;  but,  in  view 
of  the  important  part  which  the  project  and  its  repercussions  played 
in  the  international  politics  of  the  year  1931,  it  may  be  convenient 
for  the  general  narrative  to  be  supplemented  by  a  rather  more  detailed 
account  of  the  events  which  followed  the  announcement,  on  the 
21st  March,  1931,  that  the  Governments  of  Germany  and  of  Austria 
had  agreed  in  principle  to  enter  into  a  customs  union. 

The  perturbation  which  this  announcement  caused,  especially  in 
Czechoslovakia  and  in  France,  was  principally  due  to  the  widespread 
conviction  (which  found  support  in  the  precedent  of  the  development 
of  the  German  Empire  from  the  Zollverein )  that  an  economic  union 
between  Austria  and  Germany  would  inevitably  result  in  a  political 
union.2  The  question  of  the  Anschluss  has  been  discussed  in  The 
History  of  the  Peace  Conference  of  Paris  3  and  in  previous  volumes  of 
this  series.4  It  will  be  sufficient  here  to  recall  that  by  the  Treaty  of 
St.  Germain  (Art.  88)  Austria’s  independence  had  been  declared  in¬ 
alienable,  except  with  the  consent  of  the  Council  of  the  League  of 
Nations,  and  Austria  had  undertaken,  in  the  absence  of  the  Council’s 
consent,  ‘to  abstain  from  any  act  which  might  directly  or  indirectly  or 
by  any  means  whatever  compromise  her  independence’.  An  obliga¬ 
tion  to  respect  Austria’s  independence  had  also  been  imposed  upon 
Germany  by  Article  80  of  the  Versailles  Treaty.  Moreover,  the  first 
of  the  three  Austrian  Reconstruction  Protocols  of  the  4th  October, 
1922, 5  included  provisions  by  which  the  Austrian  Government 

1  Part  I,  section  (i). 

2  It  is  difficult  to  estimate  how  much  justification  there  was  in  fact  for  the 

suspicion  that  the  projected  customs  union  was  intended  to  he  the  first  step 
towards  the  attainment  of  the  political  Anschluss.  It  seems  probable  that  it 
was  regarded  in  some  sense,  on  the  Austrian  side  at  least,  as  a  ballon  d’essai  to 
test  how  far  European  opinion  had  become  less  unfavourable  towards  the 
Anschluss  idea;  and  it  is  also  possible  that  Dr.  Schober  hoped  that  the  project 
might  cause  sufficient  alarm  among  the  Great  Powers  to  induce  them  to  show 
greater  generosity  to  Austria  in  the  matter  of  financial  loans,  as  a  means  of 
averting  the  danger  of  her  union  with  Germany.  3  Vol.  i,  p.  347. 

4  The  Survey  for  1920-3,  Part  III,  section  (iii)  (5);  the  Survey  for  1926, 
Part  II  B,  section  (iv).  5  See  the  Survey  for  1920-3,  loc.  cit. 
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repeated  the  undertaking  not  to  alienate  Austria’s  independence, 
and  agreed  not  only  to  ‘abstain  from  any  negotiations  or  from  any 
economic  or  financial  engagement  calculated  directly  or  indirectly  to 
compromise  this  independence’,  but  also  not  to  ‘violate  her  economic 
independence  by  granting  to  any  State  a  special  regime  or  exclusive 
advantages  calculated  to  threaten  this  independence’. 

The  insertion  of  this  clause  in  the  Austrian  Reconstruction  Protocol 
of  1922  indicated  that  anxiety  was  still  felt  lest  Austria  should  evade 
her  treaty  obligations  and  achieve  political  union  with  a  more  power¬ 
ful  state.  Anxiety  on  this  score  was  revealed  again  at  intervals  during 
subsequent  years,  when  signs  came  to  light  of  the  unobtrusive  but 
appreciable  progress  which  was  being  made  in  the  direction  of 
assimilating  the  administrative  and  legal  machinery  of  Germany  and 
Austria,  or  when  Pan-German  demonstrations  in  favour  of  the 
Anschluss  became  more  frequent  or  more  vociferous  than  usual.  But 
with  the  passage  of  time  and  the  development  of  more  pressing  pre¬ 
occupations,  the  question  of  Austro-German  relations  came  to  attract 
less  attention  from  other  European  nations ;  and  on  the  3rd  March, 
1931,  in  the  course  of  a  debate  on  foreign  affairs  in  the  French 
Chamber,  Monsieur  Briand  referred  to  the  Anschluss  as  a  danger 
which  had  practically  passed. 

I  used  to  be  told  [he  said]  ‘  you  are  blind.  To-morrow,  or  the  day  after 
to-morrow  at  latest,  the  Anschluss  will  be  achieved’.  .  .  .  Months  and 
years  have  passed.  Austria  has  become  more  solidly  conscious  of  her 
nationality;  she  has  taken  her  place  more  firmly  in  the  circle  of  the 
nations;  she  joins  in  the  discussions  on  a  footing  of  equality;  she  asks, 
as  is  only  natural,  that  she  should  be  assured  of  the  conditions  of  a  free 
existence  within  the  physical  limits  that  were  assured  to  her  by  the 
Treaties.  The  danger  which  could  then  be  considered  a  danger  of  war 
has  gradually  diminished.  If  it  has  not  completely  disappeared,  it  is 
no  longer  so  acute  as  it  was  represented  to  be  two  years  ago.  If  it  had 
been  as  imminent  as  was  asserted,  it  would  already  have  come  to  pass. 

Monsieur  Briand  was  not  allowed  to  forget  that  he  made  these 
remarks  on  the  day  before  the  project  for  a  customs  union  was  dis¬ 
cussed  between  Dr.  Curtius  and  Dr.  Schober  in  Vienna,1  and  little 
more  than  a  fortnight  before  the  project  was  announced  to  the 
world. 

While  the  statesmen  of  Europe  were  thus  ceasing  to  look  upon  the 
Anschluss  as  one  of  the  major  dangers  which  threatened  the  stability 
of  the  Continent,  they  could  not  close  their  eyes  to  the  fact  that  no 
permanent  solution  had  yet  been  found  for  the  special  problems  which 
had  been  created  for  Austria  by  the  dismemberment  of  the  Hapsburg 

1  See  below,  p.  301. 
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Empire.  The  peculiarly  difficult  circumstances  in  which  Austria 
was  placed  as  a  result  of  the  peace  settlement  have  been  discussed 
elsewhere,1  in  connexion  with  the  scheme  of  financial  reconstruction 
which  was  carried  through  under  the  auspices  of  the  League  of  Nations. 
The  financial  reconstruction  of  Austria  was  completed  by  June  1926, 
but  her  economic  difficulties  continued  thereafter  to  be  a  matter  of  wide¬ 
spread  and  not  unsympathetic  concern,  although  practical  remedies 
were  still  far  to  seek.  The  position  was  complicated  by  the  psycho¬ 
logical  factor  that  the  majority  of  the  Austrian  people  were  not 
convinced  of  the  ‘viability’  of  their  state  within  its  post-war  frontiers, 
but  were  inclined  to  believe  that  the  Republic  would  never  be  able 
to  stand  on  its  own  feet  without  external  support  of  some  kind.  The 
prospect  of  closer  association  with  Germany  was  certainly  distasteful 
to  many  individual  Austrians,  especially  among  the  Alpine  peoples — 
Tyrolese,  Styrians  and  Carinthians — who  were  anything  but  ad¬ 
mirers  of  the  ‘  Prussian  spirit  ’ ;  but  it  was  hardly  to  be  expected  that 
the  idea  of  union  would  be  discarded  altogether,  even  by  men  in 
responsible  positions,  so  long  as  alternative  solutions  of  Austria’s 
problems — such  as  the  restoration  of  some  of  the  economic  advan¬ 
tages  of  the  Hapsburg  Empire  by  means  of  the  creation  of  a  Danubian 
Federation — remained  vague  projects  which  appeared  almost  as 
difficult  of  achievement  as  the  prohibited  Anschluss.  The  mere  fact 
that  the  union  of  Austria  with  Germany  was  dependent  upon  the 
consent  of  the  ‘  Principal  Allied  Powers  ’  in  the  Council  of  the  League 
of  Nations  no  doubt  lent  a  certain  attraction  to  any  scheme  which 
seemed  likely  to  afford  an  opportunity  of  circumventing  the  terms 
of  the  Peace  Treaty.  This  consideration,  perhaps,  had  less  weight  in 
Austria  than  in  Germany,  where  resentment  against  the  peace  settle¬ 
ment  was  far  more  intense,  and  where  there  was  a  tendency  to  look 
upon  the  possibility  of  the  union  of  Austria  with  the  Reich  rather  in 
the  aspect  of  compensation  to  Germany  for  territories  lost  to  France 
and  to  Poland  than  in  the  aspect  of  a  cure  for  Austria’s  ills. 

Since  Austria’s  economic  position  had  never  been  anything  but 
precarious,  it  was  natural  that  the  ‘economic  blizzard’  of  1930  and 
1931  should  strike  her  with  sufficient  force  to  induce  her  statesmen, 
at  an  early  stage  of  the  storm,  to  renew  their  efforts  to  find  some 
haven  of  refuge  before  the  ship  of  state  foundered  completely.2  The 

1  The  Survey  for  1920-3,  and  the  Survey  for  1926,  loc.  cit. 

2  For  an  authoritative  review  of  the  background  of  the  economic  crisis  in 
Austria,  see  the  Bericht  iiber  die  wirtschaftlichen  Schwierigkeiten  Oesterreiclis 
produced  by  the  Redaktionskomitee  der  Wirtschaftskommission  and  published 
by  the  Staatsdriickerei  at  Vienna  in  1931.  The  seriousness  of  the  position  may 
be  illustrated  by  the  following  figures  of  Austria’s  foreign  trade  in  1929  and 
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possibility  of  a  customs  union  between  Austria  and  Germany  appears 
to  have  been  discussed  in  February  1930,  when  Dr.  Schober,  who 
was  then  the  Austrian  Chancellor,1  visited  Berlin.  According  to  the 
Austrian  version,  the  suggestion  came  in  the  first  place  from  Dr. 
Curtius,  the  German  Foreign  Minister.  The  immediate  outcome  of 
Dr.  Schober’s  visit  was  the  signature,  on  the  12th  April,  of  a  new 
commercial  agreement  between  Austria  and  Germany,  the  terms  of 
which  had  been  under  negotiation  for  two  years.  Thereafter,  at  the 
end  of  April,  Dr.  Schober  visited  Paris  and  had  an  interview  with 
Monsieur  Briand,  in  which  he  explained  Austria’s  difficulties  and 
appealed  for  help.  According  to  Dr.  Schober,2  Monsieur  Briand 
listened  sympathetically  to  his  tale  of  woe,  and  promised  to  use  his 
influence  with  the  Governments  of  the  Little  Entente  States  in  order 
to  induce  them  to  lower  their  tariff  walls  in  favour  of  Austrian 
products.  Monsieur  Briand  also  gave  Dr.  Schober  an  outline  of  the 
scheme  for  European  Federation  which  was  embodied  in  his  memo¬ 
randum  of  the  17th  May,  1930, 3  and  implied  that  Austria  would  find 
in  that  project  the  salvation  which  she  was  seeking.  If  Monsieur 
Briand’s  promise  to  plead  Austria’s  cause  with  the  Governments  of 
the  Little  Entente  was  really  given  and  was  fulfilled,  his  influence 
did  not  suffice  to  produce  the  desired  effect ;  and  although  the 
‘Briand  Plan’  was  duly  launched  in  May,  its  development  was  in¬ 
evitably  gradual. 

By  September  1930  Dr.  Schober  had  evidently  come  to  the  con¬ 
clusion  that  he  must  look  elsewhere  for  the  help  which  Austria  needed. 
In  the  light  of  subsequent  events,  special  significance  attached  to  the 
suggestion,  which  was  made  by  Dr.  Schober  in  the  course  of  the 
discussion  of  the  Briand  Plan  in  the  League  Assembly  on  the  11th 
September,  1930,  that  the  conclusion  of  regional  economic  agree¬ 
ments  would  offer  the  easiest  line  of  approach  to  European  union. 
Little  attention  was  paid  to  this  suggestion  at  the  time,  but  in 

1930,  taken  from  an  article  by  the  Austrian  Federal  Minister  for  Commerce, 
Herr  Heinl,  printed  in  the  Neue  Freie  Presse  of  the  18th  March,  1931 : 

Imports.  Exports. 

(value  in  millions  of  schillings) 

1929  .  .  .  3317-7  2219-6 

1930  .  .  .  2733-9  1882-8 

It  may  be  noted  that  in  1930  about  21  per  cent,  of  Austria’s  imports  came  from 
Germany,  and  about  16  per  cent,  of  her  exports  went  to  that  country. 

1  Dr.  Schober  became  Vice-Chancellor  and  Minister  for  Foreign  Affairs  in 
a  Coalition  Government  which  was  formed  on  the  3rd  December,  1930. 

2  See  the  report  of  an  interview  which  Dr.  Schober  granted  to  the  French 

journalist,  Monsieur  J ules  Sauerwein,  on  the  5th  May,  1931,  which  was  published 
in  Le  Katin  of  the  6th  May.  3  See  the  Survey  for  1930,  Part  II  A. 
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January  1931,  during  the  second  session  of  the  Commission  of  Inquiry 
for  European  Union,  Dr.  Schober  appears  to  have  acted  on  the 
principle  which  he  had  proposed  for  general  application  by  carrying 
a  stage  farther  the  discussions  with  Dr.  Curtius  which  had  begun  in 
Berlin  in  the  previous  February.  Complete  agreement  on  the  prin¬ 
ciple  of  a  customs  union  was  finally  reached  during  discussions 
between  Dr.  Curtius  and  Dr.  Schober  in  Vienna  on  the  4th  and  5th 
March,  1931.  On  the  19th  March  notes  were  exchanged  recording 
the  acceptance  by  the  Governments  of  Berlin  and  of  Viemia  of  a 
protocol  of  the  same  date,  in  which  were  set  out  general  principles 
in  accordance  with  which  a  treaty  for  the  ‘  assimilation  of  the  customs 
and  commercial  relations’  (‘ Angleichung  der  zoll-  und  handelspoli- 
tischen  Verhaltnisse ’)  of  the  two  countries  was  to  be  negotiated 
without  delay. 

These  Austro-German  negotiations  had  been  conducted  with  great 
secrecy,  and  little  or  no  suspicion  of  what  was  afoot  appears  to  have 
entered  into  the  minds  of  the  statesmen  of  other  European  countries 
until  the  project  had  reached  an  advanced  stage.1  On  Dr.  Curtius’s 
return  to  Berlin  from  Vienna  he  had  merely  let  it  be  known  that  he 
and  Dr.  Schober  had  agreed  on  the  identity  of  their  economic  interests 
and  had  decided  to  pursue  a  common  policy  at  the  forthcoming 
meetings  in  connexion  with  the  proposals  for  European  Federation. 
The  Commission  of  Inquiry  for  European  Union  was  due  to  meet 
in  May  1931,  and  the  original  intention  appears  to  have  been  to 
postpone  any  definite  step  in  connexion  with  the  customs  union  until 
May,  when  the  project  could  be  presented  to  the  European  Com¬ 
mission  as  a  contribution  towards  the  economic  federation  of  Europe. 
On  the  24th  March,  however,  a  meeting  was  to  take  place  of  the 
Organization  Committee  of  the  European  Commission,  and  at  the 
last  moment  the  German  and  Austrian  Governments  decided  to  make 
public  the  result  of  their  negotiations  before  the  Organization  Com¬ 
mittee  met.  It  was  perhaps  no  more  than  a  coincidence  that  their 
decision2  followed  close  upon  the  heels  of  the  conference  which  had 

1  On  the  6th  March,  1931,  the  Pester  Lloyd  had  published  an  article  in  which 
Dr.  Otto  Deutsch  of  Vienna  had  declared  that  it  was  no  secret  in  well-informed 
circles  that  the  question  of  a  customs  union  had  been  discussed  between 
Dr.  Curtius  and  Dr.  Schober  in  Vienna,  but  this  article  seems  to  have  attracted 
little  attention  at  the  time.  Taken  at  its  face  value,  the  passage  from  Monsieur 
Briand’s  speech  of  the  3rd  March  which  has  been  quoted  above  would  seem  to 
indicate  that  the  French  Foreign  Minister  was  not  aware  of  the  lines  on  which 
the  Curtius-Schober  conversations  were  likely  to  proceed. 

2  The  chief  motive  for  the  somewhat  abrupt  announcement  of  the  project 
for  an  Austro-German  customs  union  was  said  to  have  been  provided  by  the 
fact  that  the  secret  had  already  leaked  out  in  Vienna.  Another  motive,  which 
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met  in  Geneva  on  the  16th—  18th  March,  with  the  object  of  coming 
to  arrangements  for  putting  into  force  the  ‘  Tariff  Truce  ’  Convention 
which  had  been  signed  on  the  24th  March,  1930. 1  The  failure  of  this 
conference  to  reach  any  decision  was  not,  of  course,  unexpected,  but 
it  afforded  additional  proof  that  immediate  relief  for  Austria  was 
not  likely  to  be  obtained  through  the  machinery  for  international 
economic  co-operation.  The  third  Tariff  Truce  Conference  ended  on 
the  18th  March,  and  on  the  following  day,  as  has  already  been 
mentioned,  a  protocol  setting  out  the  basic  terms  of  an  Austro - 
German  customs  union  was  formally  approved  by  the  German  and 
the  Austrian  Governments. 

The  text  of  this  protocol  is  printed  in  full  in  the  accompanying 
volume  of  documents,2  and  its  provisions  need  not  be  summarized 
here  in  any  detail.  Both  parties  to  the  customs  union  were  to  retain 
then-  full  sovereignty,  and  the  treaty  which  was  to  be  negotiated  would 
require  ratification  by  the  Parliaments  of  both  countries.  From  the 
date  of  the  coming  into  force  of  the  treaty,  the  same  customs  duties 
would  be  collected  at  the  external  frontiers  of  Germany  and  of 
Austria,  under  the  same  procedure,  but  the  two  customs  administra¬ 
tions  would  retain  their  separate  identity,  and  for  a  transitional 
period  the  customs  frontier  between  the  two  countries  was  not  to  be 
abolished.  From  the  political  point  of  view,  the  most  important 
provisions  were  contained  in  Article  1 : 

(1)  While  completely  maintaining  the  independence  of  the  two  States 
and  fully  respecting  the  obligations  undertaken  by  them  towards  other 
States,  the  treaty  is  intended  to  initiate  a  reorganization  of  European 
economic  conditions  by  regional  agreements. 

(2)  More  especially  both  Parties  will,  in  the  treaty,  unconditionally 
declare  their  willingness  to  enter  into  negotiations  for  a  similar  arrange¬ 
ment  with  any  other  country  expressing  such  a  desire. 

It  should  also  be  noted  that  the  last  article  of  the  protocol  included 
a  clause  whereby  the  treaty  which  was  to  be  negotiated  could  be 
denounced  by  either  party  at  any  time  after  the  expiration  of  three 
years,  on  a  year’s  notice  being  given. 

was  attributed  to  Dr.  Curtius  by  foreign  opinion  though  it  was  denied  in 
Germany,  arose  out  of  the  exigencies  of  the  internal  politics  of  the  Reich.  The 
Nazi  and  Nationalist  opposition  made  it  part  of  their  daily  business  to  criticize 
Dr.  Briining’s  administration  for  its  failure  to  adopt  ‘a  strong  foreign  policy’, 
and,  according  to  this  interpretation.  Dr.  Curtius  hoped  to  placate  the  parties 
of  the  Right  by  the  manner  and  method  of  his  transaction  at  the  same  time  as 
he  earned  the  commendation  of  the  more  moderate  parties  by  a  piece  of  con¬ 
structive  statesmanship.  If  such  were  indeed  his  expectations,  they  were 
falsified  by  his  miscalculation  of  the  strength  of  the  opposition  likely  to  be 
aroused  in  foreign  countries.  1  See  Survey  for  1930,  Part  VI,  sect.  (ii). 

2  Documents  on  International  Affairs,  1931. 


Part  III  a  AUSTRO-GERMAN  CUSTOMS  UNION  PROJECT  303 


The  text  of  the  protocol  of  the  19th  March,  1931,  was  issued  for 
publication  by  the  Austrian  Government  on  the  23rd  March  and 
was  printed  in  the  press  of  the  following  day;  but  the  fact  of  its 
existence  had  been  made  public  two  or  three  days  earlier.  On  the 
19th  March  the  German  press,  in  commenting  on  the  results  of 
Dr.  Curtius’s  visit  to  Vienna,  had  indicated  that  the  final  outcome 
was  likely  to  be  something  not  far  removed  from  a  customs  union ; 
and  on  the  same  day  information  regarding  the  real  nature  of  the 
recent  negotiations  was  conveyed  to  Monsieur  Briand.  On  the 
20th  March  this  information  was  passed  on  to  the  Foreign  Office  in 
Whitehall.  On  the  21st  March  the  Austrian  Ministers  in  London, 
Paris,  and  Rome  called  at  the  Foreign  Offices  in  those  cities  in  order 
to  notify  the  Governments  to  which  they  were  accredited  of  the 
project  for  an  Austro-German  customs  union  and  of  the  readiness 
of  the  two  Governments  concerned  to  enter  into  negotiations  for  a 
similar  agreement  with  any  other  European  State.  Similar  demarches 
were  also  made  by  the  Austrian  representatives  in  Prague  and  other 
capital  cities.  Official  communiques,  outlining  the  scope  of  the  pro¬ 
ject,  were  issued  in  Viemia  and  in  Berlin  on  the  same  day.  On  the 
23rd  March  the  British,  French,  and  Italian  Ambassadors  in  Berlin 
visited  Dr.  Curtius,  at  his  request,  and  received  his  explanation  of 
the  circumstances  in  which  the  protocol  of  the  19th  March  had  been 
adopted  and  of  the  nature  and  significance  of  the  proposals. 

By  the  time  when  this  interview  between  Dr.  Curtius  and  the 
Ambassadors  took  place,  a  storm  of  protest  was  raging  with  full 
fury.  The  official  announcements  of  the  21st  March  were  followed 
immediately  by  a  chorus  of  condemnation  in  the  foreign  press, 
especially  in  France  and  in  Czechoslovakia.  It  was  roundly  asserted 
that  the  proposed  customs  union  would  in  practice  be  equivalent  to 
the  Anschluss  of  Austria  to  Germany,  and  the  project  was  declared 
to  contravene  the  terms  of  the  Treaty  of  St.  Germain  and  of  the 
Reconstruction  Protocol  of  1922.1  The  manner  in  which  the  transac¬ 
tion  had  been  carried  out  was  the  subject  of  almost  as  much  criticism 
as  the  content  of  the  project  itself.  The  secrecy  with  which  the 
negotiations  had  been  conducted  and  the  suddenness  with  which  their 
outcome  had  been  announced2  were  said  to  recall  the  pre-war  tactics 

1  See  pp.  297-8  above. 

2  It  may  be  noted  that  the  project  came  as  a  surprise  to  the  German 
Reichstag.  A  certain  amount  of  criticism  of  Dr.  Curtius’s  handling  of  the  affair 
was  heard  in  Germany  even  at  this  stage,  but  on  the  whole  the  immediate 
reaction  was  decidedly  favourable — less  because  of  any  intrinsic  merit  of  the 
proposal  than  because  Dr.  Curtius  was  considered  to  have  scored  a  hit  in  the 
game  of  international  politics. 
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of  the  Wilhelmstrasse,  and  there  were  references  to  the  action  of  the 
German  Government  at  the  time  of  the  Agadir  crisis,  and  to  that  of 
the  Government  of  the  Hapsburg  Empire  at  the  time  of  the  annexa¬ 
tion  of  Bosnia-Herzegovina.  The  tone  of  the  comment  on  Germany’s 
behaviour  in  the  French  press  struck  one  foreign  observer1  as  being 
even  more  violent  than  it  had  been  during  the  Cannes  Conference 
of  January  1922  or  before  the  occupation  of  the  Ruhr  in  January 
1923. 

Protests  of  a  more  official  kind  were  also  made  without  delay. 
On  the  21st  March  Monsieur  Briand  interviewed  the  German  Am¬ 
bassador,  Herr  von  Hoesch,  and  explained  that,  in  his  opinion,  the 
proposed  customs  union  would  prove  to  be  incompatible  with  exist¬ 
ing  international  agreements  and  also  with  the  spirit  of  his  (Monsieur 
Briand’s)  proposals  for  European  Union.2  On  the  22nd  March  the 
representatives  of  France,  Czechoslovakia,  and  Italy  called  at  the 
Foreign  Office  in  Vienna  to  ask  for  further  details  of  the  project ; 
and  they  were  reported  to  have  delivered  an  official  warning  that,  in 
the  opinion  of  their  Governments,  the  proposed  customs  union  would 
constitute  a  breach  of  Austria’s  obligations  under  the  Reconstruction 
Protocol.  Dr.  Schober  in  his  reply  was  said  to  have  laid  stress  on  the 
absence  of  any  desire  to  present  other  Governments  with  an  accom¬ 
plished  fact  and  on  the  purely  economic  and  non-political  nature  of  the 
proposals,  and  to  have  explained  that  Austria  had  every  intention 
of  ensuring  the  preservation  of  her  full  economic  independence. 

The  French  Government  appear  to  have  decided  to  take  part  in 
this  joint  demarche  in  order  to  mark  their  sense  of  the  seriousness  of 
the  step  contemplated  by  Germany  and  Austria  and  their  conviction 
that  urgent  action  was  necessary  in  order  to  prevent  further  develop¬ 
ments.  The  Italian  Government,  which  adopted  a  studiously  reserved 
and  non-committal  attitude  on  the  subject  of  the  customs  union  for 
some  weeks,  let  it  be  known  that  their  representative  in  Vienna  had 
called  at  the  Ballhausplatz  with  the  object  of  eliciting  further  in¬ 
formation,  and  deprecated  any  exaggeration  of  the  significance  of 
this  step.  The  main  responsibility  for  the  demarche  of  the  22nd 
March  appears  to  have  rested  upon  Dr.  Benes,  the  Czechoslovak 

1  The  correspondent  of  The  New  York  Times. 

2  According  to  the  press  reports  of  this  interview,  Monsieur  Briand  inquired 
why,  if  the  Austro -German  project  was  genuinely  intended  to  promote  the 
execution  of  the  ‘Briand  Plan’,  the  author  of  that  plan  was  not  consulted 
beforehand,  instead  of  the  negotiations  being  carried  on  in  secret  until  they 
had  reached  a  point  at  which  the  other  European  Powers  could  be  presented 
with  what  was  virtually,  if  not  literally,  a  fait  accompli.  Herr  von  Hoesch  was 
said  to  have  been  unable,  without  further  consultation  with  his  Government, 
to  make  any  effective  reply  to  Monsieur  Briand’s  strictures. 
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Foreign  Minister.  The  announcement  of  the  21st  March  had  been 
received  with  surprise,  apprehension,  and  anger  by  Czechoslovakia,1 
who  saw  in  the  customs  union  a  special  threat  to  her  material  interests2 
as  well  as  a  general  threat  to  the  stability  of  Europe.  Dr.  Benes,  who, 
from  the  first,  made  no  attempt  to  conceal  his  intention  of  opposing 
the  Austro-German  project  with  all  his  strength,3  naturally  found 
occasion  for  an  immediate  exchange  of  views  with  his  Jugoslav  and 
Rumanian  confreres.  Jugoslavia  and  Rumania,  however,  were  pre¬ 
occupied  with  the  difficulty  of  finding  markets  for  their  surplus 
agricultural  products,  and  it  was  therefore  to  be  expected  that  they 
would  look  at  the  question  of  a  customs  union  in  which  they  might 
he  parties  from  a  different  standpoint  to  that  of  Czechoslovakia.4 

The  representations  of  the  22nd  March  were  made  by  France, 
Italy,  and  Czechoslovakia  as  signatories  of  the  Austrian  Reconstruc¬ 
tion  Protocols  of  1922 ;  hut  Great  Britain  had  also  signed  the  proto¬ 
cols,  and  it  was  no  secret  that  the  French  Government  would 
have  preferred  that  the  British  Government  should  have  associated 
themselves  with  the  jomt  demarche.  As  Mr.  Henderson  told  the 
House  of  Commons  on  the  30th  March,  however,  the  ‘initial  reception’ 
given  by  him  to  the  proposals  ‘was  one  of  reserve’.  He  added  that 

1  Czechoslovak  annoyance  was  increased  by  the  fact  that  an  official  delega¬ 
tion  had  arrived  in  Vienna  on  the  19tli  March  for  the  purpose  of  negotiating  a 
new  Austro-Czechoslovak  commercial  agreement.  The  delegation  was  re¬ 
called,  and  left  Vienna  again  on  the  23rd  March.  In  the  second  week  of  April 
the  Austrian  Government  gave  notice  of  denunciation  of  the  existing  customs 
agreement  with  Czechoslovakia.  Similar  notice  of  denunciation  of  commercial 
treaties  had  been  given  by  Austria  on  the  31st  March  to  Hungary  and  to  Jugo¬ 
slavia,  with  which  countries,  as  well  as  with  Rumania,  commercial  negotiations 
were  then  in  progress.  (An  Austro-Hungarian  agreement  was  signed  on  the 
30th  June,  an  Austro -Jugoslav  agreement  on  the  14th  July,  an  Austro- 
Czechoslovak  agreement  on  the  22nd  July,  and  an  Austro- Rumanian  agree¬ 
ment  on  the  22nd  August). 

2  Nearly  20  per  cent,  of  Czechoslovakia’s  exports  went  to  Austria  and  she 
feared  the  effect  of  German  competition  if  the  customs  union  were  allowed  to 
proceed.  On  the  other  hand,  acceptance  of  the  invitation  to  join  in  the 
customs  union  would,  she  feared,  imply  that  the  whole  structure  of  her  economic 
life  would  have  to  be  adapted  to  that  of  Germany,  and  that  she  would  become 
a  minor  member  of  a  bloc  in  which  she  could  hope  to  exercise  little  or  no 
political  influence. 

3  On  the  26th  March  Dr.  Benes  explained  his  views  on  the  proposals  to  the 
Foreign  Affairs  Committee  of  the  Czechoslovak  Chamber  of  Deputies.  The 
customs  union  project,  he  declared,  raised  the  question  of  the  Anschluss 
indirectly,  since  a  customs  union  between  unequal  parties  was  certain  to 
destroy  the  independence  of  the  weaker  party.  He  believed  the  project, 
therefore,  to  be  contrary  to  the  Peace  Treaties  and  to  the  1922  Reconstruction 
Protocol. 

4  According  to  one  rumour,  Monsieur  Briand’s  influence  had  to  be  brought 
to  bear  on  the  Rumanian  Government  to  restrain  them  from  accepting  the 
invitation  to  join  the  customs  union.  See  also  below,  p.  310. 
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‘it  was  at  once  apparent ’  to  him  ‘that  hurried  decisions  were  not 
compatible  with  the  nature  of  the  case,  but  on  the  contrary  that 
points  of  law  were  involved  which  demanded  expert  advice  and 
mature  deliberation.’1 

On  the  23rd  March  Mr.  Henderson  left  London  for  Paris,  to  attend 
the  meeting  of  the  Organization  Committee  of  the  Commission  for 
European  Union,  and  on  the  evening  of  the  25th  March  the  following 
communique  was  issued  by  the  British  Embassy  in  Paris : 

The  British  and  French  Foreign  Ministers  considered  this  morning 
the  situation  created  by  the  proposed  Austro-German  customs  union. 
Mr.  Henderson  informed  Monsieur  Briand  that  he  had  drawn  the  atten¬ 
tion  of  the  German  and  Austrian  Governments  to  the  anxiety  which  has 
been  manifested  in  many  quarters  as  to  the  conformity  of  the  proposed 
treaty  with  existing  obligations.  He  had  expressed  the  strong  hope  that, 
before  they  proceeded  further  in  the  negotiation  of  the  proposed  customs 
union,  opportunity  would  be  given  to  the  Council  of  the  League  of 
Nations,  under  whose  auspices  the  Protocol  of  1922  was  negotiated,  to 
assure  itself  at  the  May  meeting  that  the  proposals  were  not  contrary  to 
the  engagements  given  by  Austria  in  that  instrument. 

Mr.  Henderson  subsequently  explained  to  the  House  of  Commons2 
the  motives  which  had  led  him  to  take  this  step.  On  his  arrival  in 
Paris  he  had  found  French  opinion  ‘in  a  state  of  very  natural  per¬ 
turbation.  .  .  .  Though  there  might  be  two  opinions  as  to  the  exact 
conformity  of  the  proposed  treaty  with  the  existing  obligations  of 
Austria,  and  indeed  of  Germany,  the  widespread  state  of  feeling  to 
which  ’  he  had  ‘  referred  caused  him  ’  great  concern  and  ‘  he  felt  that 
if  nothing  were  done  to  calm  existing  apprehensions  the  task  of  those 
who  were  anxious  that  the  Disarmament  Conference  should  meet 
under  the  most  favourable  conditions  would  be  seriously  compro¬ 
mised’. 

The  representations  referred  to  in  this  communique  of  the  25th 
March  were  made,  in  the  course  of  that  day,  by  the  British  Ambassa- 

1  On  this  same  occasion  Mr.  Henderson  referred  to  the  ‘widespread  comment’ 
which  had  been  ‘rightly  provoked’  by  the  ‘method  and  time  chosen  by  the 
Austrian  and  German  Governments  for  conveying  the  information  to  the  other 
interested  Governments  ’.  He  added  that  he  would  content  himself  with  saying 
that  this  method  was  ‘calculated  to  raise  suspicions  and  to  nullify  the 
advantages  for  the  frank  exchange  of  ideas  offered  by  the  now  frequent 
meetings  at  Geneva  and  elsewhere  between  the  representatives  of  the  various 
Governments’.  Criticisms  of  this  kind  aroused  specially  strong  resentment  in 
Germany,  where  it  was  pointed  out  that  the  negotiators  had  anticipated,  with 
reason,  that  France  would  throw  her  weight  into  the  scale  against  the  project 
as  soon  as  it  was  made  public.  The  adoption  of  the  methods  of  ‘secret  diplo¬ 
macy’  was  therefore  held  to  be  the  only  course  possible  for  Germany  and 
Austria  if  their  plans  were  not  to  be  nipped  in  the  bud. 

3  On  the  30th  March,  1931. 
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dor  in  Berlin  to  Dr.  Briining  and  by  the  British  Minister  in  Vienna 
to  Dr.  Schober.  Both  Dr.  Briining  and  Dr.  Schober  in  their  replies 
expressed  the  opinion  that  the  plan  for  a  customs  union  was  entirely 
in  keeping  with  the  terms  of  the  Reconstruction  Protocol,  and  that 
there  was  therefore  no  reason  why  the  matter  should  be  considered 
by  the  Council  of  the  League  of  Nations.  Dr.  Schober  explained  that 
the  Austrian  Government  had  no  objection  to  the  legal  aspect  being 
studied  by  the  Governments  which  had  signed  the  Geneva  Protocol 
of  1922,  but  that  they  considered  any  examination  of  the  proposed 
agreement  from  the  political  standpoint  out  of  the  question,  in  view 
of  its  economic  nature.  Dr.  Briining  also  declared  that  if  an  examina¬ 
tion  of  the  juridical  side  of  the  question  was  desired  by  other  Govern¬ 
ments,  the  German  and  Austrian  Governments  had  no  reason  to 
shrink  from  it,  but  he  also  excluded  the  possibility  of  political  con¬ 
sideration.  He  added  that  the  negotiations  would  naturally  have  to 
take  their  course  and  that,  in  view  of  the  numerous  technical  details 
which  would  have  to  be  settled,  the  treaty  was  not  likely  to  be  con¬ 
cluded  before  two  or  three  months  had  elapsed.  On  the  same  day 
Dr.  Briining  made  a  speech  to  the  Deutscher  Handelstag  in  which 
he  declared  that  the  object  of  the  Austro-German  proposals  was 
simply  to  obtain  for  the  trade  and  industry  of  both  countries, 
within  the  framework  of  existing  treaties,  the  advantages  of  an 
expansion  of  the  economic  area,  and  expressed  the  belief  that  the 
offer  of  the  two  Governments  to  enter  into  similar  negotiations  with 
any  other  country,  if  regarded  without  prejudice  and  from  a  purely 
economic  standpoint,  would  stimulate  a  development  beneficial  to 
the  whole  of  Europe.  The  Chancellor  concluded  his  reference  to  the 
customs  union  project  with  the  words:  ‘Germany  and  Austria  are 
in  any  case  resolved  to  pursue  with  calm  determination  to  the  end 
the  course  which  they  have  decided  to  be  the  right  one  in  their  own 
interests  and  in  the  interests  of  all.  ’ 

The  first  impression  which  was  made  upon  public  opinion  abroad 
by  these  pronouncements  was  that  Germany,  if  not  Austria,  intended 
to  persist  in  the  plan  for  a  customs  union  in  defiance  of  foreign 
opposition  and  was  refusing  outright  to  agree  to  the  course  which 
Mr.  Henderson  had  suggested.  In  official  circles,  however,  the  possi¬ 
bility  of  a  misunderstanding  was  recognized,  and  further  exchanges 
of  views  therefore  took  place  between  London  and  Berlin.  The  reply 
of  the  German  Government  to  a  second  explanatory  communication 
from  Mr.  Henderson  was  to  the  effect  that  they  had  ‘perfectly  under¬ 
stood’  his  original  proposal,  and  that  they  ‘saw  no  reason  to  refer 
the  proposed  treaty  to  the  League  Council  since  they  were  satisfied 
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that  it  was  not  contrary  to  the  protocol  of  1922 ;  that  the  Powers 
signatory  to  the  protocol  were,  of  course,  at  liberty  to  refer  the 
treaty  to  the  Council,  but  that  the  German  Government  must  reserve 
complete  liberty  of  action  with  regard  to  any  procedure  which’ 
might  ‘be  suggested  by  the  Council’.1  Mr.  Henderson  told  the  House 
of  Commons  on  the  30th  March  that  it  was  his  intention  to  give 
notice  to  the  Secretary-General  of  the  League2  of  his  wish  ‘  to  discuss 
at  the  next  Council  meeting  the  compatibility  of  the  proposed  agree¬ 
ment  with  Austria’s  treaty  obligations,  particularly  under  the  proto¬ 
col  of  1922  ’ ;  and  that  if  there  were  ‘a  general  desire  that  the  Council 
should  be  assisted  by  an  advisory  opinion  from  the  Permanent  Court 
of  International  Justice  ’  he  should  ‘  certainly  support  a  reference  to 
that  Court’.  He  added  that  he  inferred  from  the  German  Govern¬ 
ment’s  response  to  his  explanations — which  recognized,  as  he  under¬ 
stood  it,  the  propriety  of  a  reference  to  the  Council — ‘that  the  other 
members  of  the  Council  ’  would  ‘  have  the  benefit  of  the  German  view 
of  the  question  submitted  ’. 

The  correctness  of  Mr.  Henderson’s  inference  that  Germany  did 
not  intend  to  stand  aloof  from  the  Council  proceedings  was  proved 
by  the  terms  of  a  moderate  and  reasoned  speech  delivered  by  Dr. 
Curtius  before  the  Reichsrat  on  the  31st  March.  He  made  it  clear 
that  the  German  and  Austrian  Governments  had  no  wish  to  evade 
an  examination  of  the  legal  question  by  the  Council.  Their  ‘political 
objection  was  against  the  demand,  raised  in  some  quarters,  that’ 
their  ‘purely  economic  project  should  be  discussed  in  the  League 
Council  as  a  threat  to  peace’.  They  had  no  objection  to  Mr.  Hender¬ 
son’s  proposal  that  the  matter  should  be  placed  on  the  agenda  for 
the  next  Council ;  they  hoped,  indeed,  that  the  whole  question  would 
have  been  discussed,  before  the  Council  met,  by  the  Commission  for 
European  Union.3  Dr.  Curtius  devoted  a  large  part  of  his  speech  to 
counter-arguments  to  the  French  thesis — which  had  been  restated 
by  Monsieur  Briand  and  by  other  speakers  in  the  French  Senate  on 
the  28th  March4 — that  the  customs  union  would  be  a  violation 

1  Mr.  Henderson  in  the  House  of  Commons  on  the  30th  March,  1931. 

2  This  step  was  duly  taken  on  the  1 0th  April. 

3  On  the  14th  April  Dr.  Curtius  sent  a  formal  request  to  the  League  Secre¬ 
tariat  for  the  inclusion  of  the  question  of  the  development  of  customs  relations 
in  Europe  in  the  agenda  of  the  next  session  of  the  European  Commission.  He 
intimated  that  the  German  representative  on  the  Commission  would  make  a 
statement  regarding  the  Austro -German  negotiations  in  connexion  with  this 
item  of  the  agenda. 

4  Monsieur  Briand  had  appealed  to  the  Senate  to  support  him  in  his  efforts  to 
prevent  the  accomplishment  of  an  enterprise  which  he  believed  to  be  contrary 
to  the  treaties,  and  had  expressed  the  hope  that  the  firm  attitude  of  France 
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of  Austria’s  independence  in  the  sense  of  the  protocol  of  the 
4th  October,  1922.  He  declared  that  both  countries  had  been  con¬ 
vinced  from  the  beginning  of  the  necessity  of  avoiding  even  the  appear¬ 
ance  of  an  infringement  of  Austrian  independence,  and  for  that  very 
reason  they  had  conceived  of  a  treaty  relationship  into  which  both 
states  would  enter  as  fully  equal  partners,  which  would  be  subject  to 
denunciation  in  the  same  way  as  any  ordinary  trade  treaty.  Dr. 
Curtius  also  dealt  with  the  criticisms  which  had  been  made  against 
the  manner  of  the  Austro-German  move,  and  denied  that  he  had 
anything  to  reproach  himself  with  on  this  score,  since  foreign  Govern¬ 
ments  had  been  informed  as  soon  as  the  two  Governments  had  made 
up  their  own  minds  on  the  scope  and  character  of  the  plan. 

Dr.  Curtius ’s  speech  of  the  31st  March,  1931,  may  be  said  to  have 
closed  the  first  round  in  the  international  contest  of  wills  over  the 
customs  union  project.  The  position  of  the  protagonists  was  by  this 
time  sufficiently  clear.  Neither  Germany  nor  Austria  (though  the 
attitude  of  the  latter  was  more  conciliatory  than  that  of  the  former) 
had  any  apparent  intention  of  abandoning  the  standpoint  that  the 
project  was  perfectly  compatible  with  the  treaties,  since  it  was  purely 
economic  in  character,  and  since  any  danger  of  compromising 
Austria’s  independence  was  being  studiously  avoided.  France  and 
Czechoslovakia,  the  principal  exponents  of  the  opposite  point  of 
view,  were  equally  determined  to  prevent  the  fulfilment  of  a  plan 
which,  they  believed,  would  inevitably  lead  to  the  political  union 
of  Austria  with  Germany,1  and  they  had  selected  as  the  first  and 
most  obvious  weapon  the  legal  question  of  the  compatibility  of  the 
proposals  with  Austria’s  treaty  obligations.  Of  the  other  Powers, 
Great  Britain  had  shown  that  her  immediate  concern  was  not  to 

would,  induce  Germany  and  Austria  to  renounce  their  project.  The  debate 
showed  the  strength  of  the  feeling  in  France  against  the  customs  union,  for 
practically  all  the  speakers  declared  that  the  prospect  was  intolerable.  It  was 
evident  that  Monsieur  Briand  was  being  subjected  to  considerable  pressure 
from  the  Right  to  take  drastic  action,  but  that  he  refused  to  abandon  the 
methods  of  negotiation  and  persuasion. 

1  On  the  9th  April,  the  President  of  the  French  Republic,  Monsieur  Dou- 
.mergue,  made  a  speech  at  Nice  in  which  he  referred  to  the  ‘present  importance’ 
and  ‘future  consequence’  of  the  Austro-German  agreement  of  the  19th  March, 
and  reminded  his  hearers  that  ‘the  history  of  the  country  where  it  has  happened 
contains  a  precedent  full  of  lessons  which  it  would  be  dangerous  for  us  to 
forget’.  Perhaps  the  most  significant  feature  of  Monsieur  Doumergue’s  speech 
was  his  linking  up  of  the  customs  union  project  with  the  questions  of  dis¬ 
armament  and  security.  He  declared  that  so  long  as  there  was  no  international 
army  at  the  disposal  of  the  League  of  Nations,  France  would  have  to  remain 
on  her  guard  and  rely  upon  her  own  powers  of  self-defence,  for  she  knew  from 
experience  that  there  would  be  no  lasting  peace  unless  the  security  of  her 
frontiers  were  fully  guaranteed. 
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take  sides,  but  to  minimize  the  dangers  of  the  situation  by  guiding 
the  controversy  into  the  channels  of  peaceful  settlement.  Italy  had 
managed  to  refrain  from  committing  herself  definitely  either  to  sup¬ 
port  or  to  oppose  the  project,  and  an  authoritative  statement  issued 
in  the  second  week  of  April  announced  that  the  Italian  Government 
intended  to  take  no  decision  until  the  matter  had  been  discussed  by 
the  League  Council.1  Three  other  states — Jugoslavia,  Rumania,  and 
Hungary — whose  interests  were  likely  to  be  more  or  less  directly 
affected  by  the  proposed  customs  union — were  also  apparently  reserv¬ 
ing  judgement.2  The  Polish  Government,  which  was  still  engaged  in 
a  tariff  war  with  Germany,3  naturally  looked  askance  on  a  proposal 
which  would  presumably  mean  the  closing  of  Austrian  as  well  as 
German  frontiers  to  Polish  products,  and  the  press  as  a  whole  fol¬ 
lowed  that  of  France  and  Czechoslovakia  in  condemning  the  project 
as  a  political  manoeuvre. 

By  the  end  of  March  it  had  been  settled  in  principle  that  the 
question  of  the  legality  of  the  proposed  customs  union  should  be 
discussed  by  the  League  Council  at  the  session  which  was  to  begin 
on  the  18th  May,  and  it  also  appeared  certain  that  the  project  would 
be  considered,  in  its  wider  aspects,  by  the  Commission  for  European 
Union  which  was  due  to  assemble  at  Geneva  on  the  15th  May.  Thus 
there  seemed  likely  to  be  an  interval  of  some  weeks  before  the  next 
round  of  the  contest  opened ;  and  the  opponents  of  the  project  were 
concerned  lest  this  breathing  space  should  be  utilized  by  Germany 
and  Austria  for  the  perfecting  of  their  plans.  On  the  17th  April  the 
Austrian  Government  (in  response,  apparently,  to  diplomatic  pres- 

1  The  effect  of  the  Austro-German  project,  and.  of  Italy’s  non-committal 
attitude  to  it,  on  the  Franco -Italian  naval  negotiations  has  been  indicated  in 
an  earlier  section  of  this  volume  (p.  274  above). 

2  Dr.  Benes  declared  in  his  speech  of  the  23rd  April  (see  below)  that  the 
Governments  of  Jugoslavia,  Rumania,  and  Poland  were  all  of  one  mind  with 
the  Czechoslovak  Government  in  regard  to  the  customs  union ;  but  according 
to  press  reports  it  was  not  until  one  of  the  periodical  conferences  of  the 
Foreign  Ministers  of  the  Little  Entente  countries  was  held  at  Bucarest  on  the 
4th  and  5th  May  that  Dr.  Benes’s  efforts  to  ensure  a  united  front  against  the 
Austro-German  project  were  definitely  crowned  with  success.  A  communique 
issued  on  the  5th  May  announced  that  the  three  Governments  would  adopt 
a  common  policy  in  regard  to  the  Austro-German  proposals,  and  also  that,  in 
view  of  the  agricultural  crisis,  it  had  been  decided  to  establish  a  system  of 
preferential  tariffs  on  agricultural  products  in  Czechoslovakia,  Rumania,  and 
Jugoslavia.  Since  Czechoslovakia  had  hitherto  protected  her  agricultural 
products  against  Jugoslav  and  Rumanian  competition,  it  would  appear  that 
Dr.  Benes  had  to  pay  a  substantial  price  for  his  united  front. 

8  The  position  as  between  Germany  and  Poland  at  the  time  was  that  a 
provisional  commercial  treaty  which  had  been  signed  on  the  17th  March,  1930, 
with  the  object  of  ending  the  tariff  war  that  had  been  waged  since  1925,  had 
been  ratified  by  Poland  but  not  by  Germany. 
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sure)  announced  that  they  had  decided,  in  agreement  with  the 
German  Government,  not  to  take  any  further  steps  in  the  matter  of 
the  customs  union  before  the  Council  meeting.  The  effect  of  this 
announcement  was  somewhat  weakened  when  it  became  known  that 
the  two  Governments  intended  their  undertaking  to  cover  formal 
negotiations  for  a  customs  union  treaty,  the  opening  of  which  would 
be  postponed  until  after  the  Council  had  discussed  the  question,  but 
that  they  did  not  intend  to  suspend  the  preparatory  work  which  was 
being  carried  on  by  the  Government  Departments  concerned  in  the 
two  countries. 

During  April  there  were  indications — which  were  noted  with  satis¬ 
faction  in  the  French  and  Czechoslovak  press — of  a  growing  suspicion 
in  certain  Austrian  circles  that  the  customs  union  would  be  more 
advantageous  to  Germany  than  to  Austria.  While  many  agricul¬ 
turists  welcomed  the  proposal  ha  the  hope  that  it  would  widen  their 
market,  industrialists  as  a  whole  looked  with  grave  suspicion  on  a 
project  which  appeared  to  them  to  threaten  the  subjection  of  their 
entire  production  to  German  control.  On  the  16th  April,  the  annual 
congress  of  delegates  from  the  Austrian  Chambers  of  Commerce 
passed  a  resolution  approving  of  the  customs  union  project,  but  with 
a  reservation  expressing  the  hope  that  damage  to  Austrian  interests 
would  be  avoided  as  far  as  possible.  In  the  political  field  there  were 
probably  few  whole-hearted  supporters  of  Dr.  Schober’s  plan  outside 
the  ranks  of  the  Pan-Germans,  but  the  Social  Democrats  did  not 
oppose  the  plan,  and  their  attitude  made  it  virtually  certahi  that 
Parliamentary  approval  would  be  obtained  for  the  project  if  it  should 
reach  the  stage  of  requiring  it.  In  Germany,  there  were  fewer  signs 
of  division  of  opinion.  The  press  as  a  whole  continued  to  express 
approval  of  the  plan,  although  certain  organs  of  the  Right  criticized 
Dr.  Curtius,  after  he  had  delivered  his  speech  of  the  31st  March,  for 
having  agreed  to  the  discussion  of  the  question  by  the  League  Council. 
A  certain  amount  of  uneasiness  was  observable  among  German 
agriculturists  (towards  the  end  of  May  the  President  of  the  Landbund 
was  reported  to  have  promised  that  his  organization  would  not  oppose 
the  customs  rniion  provided  that  it  was  not  extended  to  include  other 
states  in  Central  and  South-Eastern  Europe) ;  but  the  German 
Federation  of  Industry  declared  itself  ready  to  collaborate  in  the 
project. 

In  France  and  in  Czechoslovakia  the  interval  before  the  formal 
discussions  were  opened  at  Geneva  afforded  opportunity  for  the 
elaboration  of  a  scheme  of  defence.  It  was  a  measure  of  the  serious¬ 
ness  with  which  the  Austro-German  project  was  regarded  in  Prague 
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and  in  Paris  that  the  two  Governments,  without  in  any  way  modify¬ 
ing  their  attitude  of  determined  opposition,  should  have  set  to  work 
to  devise  counter-proposals  of  a  constructive  kind.  On  the  23rd  April, 
Dr.  Benes  delivered  a  speech  in  the  Foreign  Affairs  Committee  of  the 
Czechoslovak  Chamber  of  Deputies  in  which  he  again  rejected  the 
Austro-German  project  in  decisive  terms,  and  refuted  the  contention 
that  it  was  not  a  political  question.  He  declared  that,  in  his  belief, 
the  realization  of  the  proposal  would  not  lead  to  the  unification  of 
Europe,  but  would  be  a  step  towards  the  creation  of  two  opposing 
blocs.  At  the  end  of  his  speech  he  put  forward  the  suggestion  that 
a  partial  solution  of  the  European  economic  crisis  might  be  found  if 
the  industrial  countries  would  join  in  common  action  to  relieve  the 
agrarian  countries,  and  if  they  would  also  agree  among  themselves, 
with  the  help  of  the  International  Labour  Office,  on  a  programme  for 
shortening  working  hours  as  a  method  of  reducing  unemployment. 
The  debate  on  Dr.  Benes’s  expose,  which  lasted  for  some  days,  showed 
that  all  parties  (with  the  possible  exception  of  the  Germans  of 
Czechoslovakia,  whose  attitude  was  doubtful)  were  at  one  in  their 
condemnation  of  the  customs  union,  and  in  their  conviction  that  the 
project  must  be  not  merely  prevented  but  replaced  by  a  plan  more 
in  conformity  with  French  and  Czechoslovak  views  of  general  Euro¬ 
pean  interests. 

In  France,  a  debate  on  the  Government’s  foreign  policy,  with 
special  reference  to  the  proposed  customs  union,  took  place  in  the 
Chamber  of  Deputies  on  the  7th  and  8th  May,  1931.  Practically  all 
the  speeches  which  were  made  bore  witness  to  the  anxiety  and  alarm 
with  which  French  opinion  regarded  what  was  considered  to  be  a 
manifestation  of  Germany’s  return  to  the  old  methods  of  direct 
political  action.  With  the  exception  of  the  Communists  and  some 
Socialists,  the  deputies  were  united  in  their  determination  that  the 
customs  union  must  be  prevented.  Monsieur  Briand  came  in  for  a 
good  deal  of  criticism  on  the  ground  that  he  had  been  hoodwinked, 
and  speakers  of  the  Right  declared  that  France  had  again  been 
tricked  by  Germany  in  consequence  of  the  complaisance  and  lack  of 
firmness  of  the  French  Foreign  Minister.  Nevertheless,  there  was 
general  recognition  that  the  economic  difficulties  of  Germany  and 
Austria  called  for  alleviation  of  some  kind,1  and  the  Chamber  signified 
its  approval  of  the  more  constructive  passages  of  the  speech  in  which 

1  At  the  beginning  of  April  a  delegation  composed  of  French  deputies  and 
senators  had  called  upon  Messieurs  Laval  and  Briand  to  urge  upon  them  the 
necessity  of  pursuing  a  positive  policy  of  economic  reorganization  in  answer  to 
the  customs  union  project. 
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Monsieur  Briand  replied  to  his  critics  on  the  8th  May.  Monsieur 
Briand  did  not  think  it  necessary  to  give  the  Chamber  a  detailed 
description  of  the  counter-proposals  which  he  intended  to  submit  in 
a  week’s  time  to  the  meeting  of  the  Commission  for  European  Union,1 
but  he  indicated  that  the  French  delegation  would  go  to  Geneva 
armed  with  a  constructive  plan  for  dealing  with  the  agrarian  as  well 
as  the  industrial  difficulties  of  Europe  and  for  organizing  a  policy  of 
production  and  exchange.  The  course  of  the  debate  in  the  Chamber 
on  the  7th  and  8th  May  was  determined  to  a  large  extent  by  the  fact 
that  the  Presidential  elections  were  due  to  take  place  on  the  13th  May 
and  that  the  question  of  Monsieur  Briand’s  candidature  for  the  Presi¬ 
dency  was  still  open.  The  voting  in  the  Chamber  was  therefore  looked 
upon  as  a  test  of  the  measure  of  support  which  Monsieur  Briand  might 
expect  to  receive  if  he  decided  to  offer  himself  as  a  candidate ;  and  in 
view  of  the  criticisms  of  Monsieur  Briand’s  conduct  of  foreign  policy 
which  wrere  voiced  during  the  debate,  it  appeared  to  some  observers 
that  the  number  of  votes  which  were  cast  in  favour  of  the  resolution 
that  was  before  the  Chamber — that  is,  in  effect,  in  support  of  Mon¬ 
sieur  Briand — was  almost  suspiciously  large.  In  general,  however,  the 
vote  of  430  to  52  in  favour  of  the  most  important  part  of  the  resolu¬ 
tion  was  taken  as  an  indication  that  Monsieur  Briand’s  chance  of 
election  to  the  Presidency  was  a  good  one.  Whether  post  hoc  or 
propter  hoc,  he  announced  his  candidature  on  the  11th  May,  only  to 
be  defeated  by  Monsieur  Doumer  when  the  election  took  place  on  the 
13th.  The  resolution  which  was  adopted  by  the  Chamber  on  the 
8th  May  declared  that  the  deputies  adhered  to  the  policy  of  inter¬ 
national  understanding  and  of  a  wide  and  loyal  co-operation  between 
European  peoples,  but  condemned  the  customs  union  project  as  being 
in  opposition  to  that  policy  and  to  the  treaties.  Whatever  the  politi¬ 
cal  implications  of  the  Chamber’s  vote  may  have  been,  it  enabled 
Monsieur  Briand  to  go  to  Geneva  and  to  preside  over  the  opening 
meeting  of  the  European  Commission  on  the  15th  May  with  the 
knowledge  that  the  line  of  action  which  he  had  marked  out  for  him¬ 
self  in  regard  to  the  customs  union  was  not  likely  to  encounter  serious 
opposition  at  home. 

1  See  p.  315  below.  It  was  noteworthy  that  Dr.  Curtius,  who  replied  to  the 
debate  in  the  French  Chamber  in  a  speech  delivered  at  the  Foreign  Press  Club 
in  Berlin  on  the  9th  May,  promised  the  ‘intensive  co-operation’  of  the  German 
and  Austrian  delegations  at  Geneva  in  the  discussion  of  any  other  proposals 
and  plans  for  restoring  the  economic  life  of  Europe.  He  asserted  at  the  same 
time  that  the  opponents  of  the  customs  union  had  as  yet  failed  to  show  in  what 
respect  the  proposal  violated  treaty  obligations,  and  declared  that  the  Austrian 
and  German  Governments  were  awaiting  with  calm  the  deliberations  of  the 
League  Council  on  the  legal  aspect  of  the  matter. 
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Before  the  European  Commission  assembled,  however,  the  whole 
situation  had  been  fundamentally  changed  by  the  failure  of  the 
Austrian  Credit- Anstalt  fur  Handel  und  Gewerbe,  which  was  announced 
by  the  Austrian  Government  on  the  1 1th  May.  The  general  repercus¬ 
sions  of  this  event  are  dealt  with  elsewhere  from  the  point  of  view 
of  the  customs  union  project  its  main  importance  was  that  the  finan¬ 
cial  difficulties  of  Austria  made  it  progressively  more  and  more  diffi¬ 
cult  for  the  Government  to  resist  pressure  from  France,  who  from  this 
time  onwards  moved  rapidly  forward  to  a  position  of  virtual  financial 
hegemony  in  Europe. 

The  meetings  of  the  European  Commission  and  of  the  Council  were 
preceded,  as  was  usual,  by  informal  exchanges  of  views  on  questions 
at  issue  between  the  statesmen  who  were  assembled  at  Geneva ;  and 
during  the  14th  and  15th  May  Mr.  Henderson,  Signor  Grand!,1 2 
Dr.  Curtius,  and  Dr.  Schober  were  engaged  in  a  series  of  conversations 
d  deux  which  were  reported  to  have  had  a  bearing  on  the  financial 
situation  of  Austria  and  on  the  customs  union  project.3  It  had  been 
decided  that  the  question  should  not  be  broached  by  the  European 
Commission  until  the  Council  had  come  to  a  decision ;  but  it  proved 
impossible  to  limit  the  debate  in  the  Commission  on  the  16th  May  to 
non-controversial  generalities,  and  although  the  Austro-German  pro¬ 
posals  were  not  specifically  discussed  on  their  merits,  they  were 
evidently  uppermost  in  the  minds  of  all  the  speakers.  There  was 
general  agreement  that  the  ills  from  which  Europe  was  suffering  could 
only  be  cured  by  united  measures,  taken  under  the  control  of  a  central 
authority ;  the  division  of  opinion  came  over  the  question  whether 
such  measures  could  best  be  applied  through  the  formation,  under 

1  See  the  present  volume.  Part  I,  section  (i)  pp.  63  seqq.  and  section  (ii) 
pp.  208  seqq.  On  the  question  of  a  possible  connexion  between  the  collapse  of 
the  Credit- Anstalt  and  the  customs  union  project,  see  p.  38  above. 

2  There  had  been  recent  indications  that  Italy  was  likely  to  come  down 
finally  on  the  Franco-Czech  side  of  the  fence  and  not  on  the  Austro-German 
side.  For  instance,  an  article  by  Signor  Gayda  in  the  Giornale  d' Italia  had 
reached  the  conclusion  that  the  customs  union  must  be  considered  a  prelude 
to  the  Anschluss,  and  that  it  would  adversely  affect  Italian  trade. 

3  On  the  15th  May,  there  took  place  at  Geneva  a  meeting  of  the  Committee 
of  Control  which  had  been  set  up  at  the  time  of  the  floating  of  the  Austrian 
Reconstruction  Loan  of  1922,  and  which  consisted  of  representatives  of  the 
states  which  guaranteed  the  loan.  This  committee  had  been  summoned  by  its 
Italian  chairman  in  order  that  it  might  examine  the  question  of  the  security  of 
the  service  of  the  loan  in  the  event  of  the  proposed  customs  union  becoming  an 
accomplished  fact.  The  committee  decided  that  it  was  competent  to  consider 
this  question,  but  that  it  could  not  take  any  decision  until  the  project  had 
reached  a  more  advanced  stage.  The  Austrian  representative  announced  that 
the  project  would  be  submitted  to  the  committee  by  his  Government  for 
consideration  in  due  course. 
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the  supervision  of  the  League,  of  small  groups  of  countries  which 
would  grow  progressively  larger  as  time  went  on,  or  through  the 
general  adoption  of  a  plan  which  could  be  adapted  to  suit  individual 
needs.  The  former  method  was  advocated  by  Dr.  Curtius,  who  opened 
the  debate  with  the  plea  that  the  European  Commission  should  study 
the  problem  of  customs  relations  from  a  new  angle,  since  the  League 
had  failed  in  its  efforts  to  bring  a  multilateral  tariff  truce  agreement 
into  force.1  He  recommended  the  gradual  development  of  customs 
unions  from  small  beginnings,  such  as  would  be  afforded  by  bilateral 
agreements.  The  arguments  against  regional  arrangements  and  in 
favour  of  a  general  agreement  were  outlined  by  Monsieur  Briand,  who 
concluded  his  speech  with  the  significant  words:  ‘Whatever  systems 
we  may  admit,  we  must  not  endeavour  to  do  anything  that  is  not 
permitted  by  the  Peace  Treaties  or  by  international  conventions.’ 
The  French  case  was  subsequently  elaborated  in  greater  detail  by 
Monsieur  F rangois -Poncet ,  who  explained  to  the  Commission  the 
nature  of  the  French  proposals  for  dealing  with  the  difficulties  of  the 
agrarian  and  industrial  countries  of  Europe.  These  proposals  were 
set  forth  in  detail  in  a  ‘constructive  memorandum’  issued  on  the 
following  day.  In  describing  the  French  plan  to  the  Commission, 
Monsieur  Fran§ois-Poncet  laid  special  stress  on  the  impossibility  of 
separating  economic  from  political  considerations ;  and  he  announced, 
as  part  of  the  plan,  the  proposed  extension  to  Austria  of  financial 
assistance  and  of  facilities  for  enlarging  her  markets,  in  return  for  an 
undertaking  on  her  part  to  maintain  her  existing  position  of  political 
and  economic  independence .  Other  speakers  in  the  discussion  included 
Signor  Grandi,  who  opposed  the  method  of  regional  customs  unions, 
and  advocated  an  extensive  system  of  bilateral  preferential  agree¬ 
ments  between  industrial  and  agricultural  states.  Dr.  Schober,  who 
spoke  last,  declared  that  Austria  would  welcome  a  European  customs 
union — as  was  proved  by  her  readiness  to  negotiate  with  any  country 
which  was  willing  to  enter  into  a  customs  union  with  her — but  that 
she  could  not  afford  to  wait  for  the  development  of  further  projects 
as  the  outcome  of  a  series  of  conferences. 

This  debate  in  the  European  Commission  on  the  16th  May  showed 
that  the  additional  pressure  which  could  be  exercised  upon  Dr. 
Schober  as  a  result  of  Austria’s  financial  crisis  had  not  sufficed  as  yet 
to  achieve  the  French  object.  The  attempt  to  drive  a  bargain  in 
which  the  withdrawal  of  the  customs  union  project  would  be  the  price 
of  French  financial  assistance  to  Austria  having  failed  for  the  time 
being,  there  was  nothing  for  it  but  to  await  the  outcome  of  the 
1  See  p.  302  above  and  the  Survey  for  1930,  Part  VI,  section  (ii). 
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League  Council’s  discussions  on  the  juridical  aspect.  The  Council  was 
to  meet  on  the  18th  May,  and  on  the  17th  two  French  memoranda 
were  published:1  the  first  was  the  ‘constructive  memorandum’  which 
has  been  referred  to  above,  and  the  second  was  a  ‘critical  memoran¬ 
dum’  in  which  the  French  point  of  view  in  regard  to  the  projected 
customs  union  was  set  out.  The  relevant  clauses  of  the  Peace  Treaties 
and  of  the  Reconstruction  Protocol  were  quoted  and  examined  at 
length,  in  support  of  the  contention  that  the  project  was  incompatible 
with  Austria’s  treaty  obligations,  and  considerable  space  was  also 
devoted  to  arguments  that  the  union  would  not  be  to  the  economic 
advantage  of  Austria. 

It  fell  to  Dr.  Curtius  to  preside  over  the  meeting  of  the  League 
Council  on  the  18th  May,  and  he  did  not,  therefore,  take  a  leading 
part  in  the  discussion,  which  was  opened  by  Mr.  Henderson.  In  a 
short  speech,  Mr.  Henderson  moved  the  adoption  of  the  following 
resolution : 

The  Council  of  the  League  of  Nations  has  the  honour  to  request  the 
Permanent  Court  of  International  Justice  to  give  an  advisory  opinion, 
in  accordance  with  Article  14  of  the  Covenant,  on  the  following  question : 
Would  a  regime  established  between  Germany  and  Austria  on  the  basis 
and  within  the  limits  of  the  principles  laid  down  by  the  Protocol  of  the 
19th  March,  1931,  the  text  of  which  is  annexed  to  the  present  request, 
be  compatible  with  Article  88  of  the  Treaty  of  St.  Germain  and  with 
Protocol  No.  1  signed  at  Geneva  on  the  4th  October,  1922  ?  The  Council 
requests  that  the  Permanent  Court  will  be  so  good  as  to  treat  the  present 
request  for  an  advisory  opinion  as  a  matter  of  urgency. 

Mr.  Henderson  explained  that  he  had  felt  bound  to  take  the  matter 
up,  not  merely  as  the  Foreign  Minister  of  Great  Britain,  but  also  in 
his  capacity  as  Acting -President  of  the  Council  at  the  moment  when 
the  question  arose,  in  view  of  the  apprehension  which  he  had  observed 
in  Paris  immediately  after  the  announcement  of  the  provisional 
Austro-German  agreement.  He  asked  the  Austrian  representative 
to  promise  that  Austria  would  not  take  any  step  which  might 
change  the  existing  regime  until  the  Council  had  had  an  opportunity 
of  discussing  the  question  again,  after  it  had  received  the  Permanent 
Court’s  advisory  opinion.  Dr.  Schober,  who  followed  Mr.  Henderson, 
announced  that  Austria  accepted  unreservedly  the  proposal  that  the 
Permanent  Court  should  be  asked  to  give  an  advisory  opinion,  and  he 
also  gave  an  explicit  assurance,  in  reply  to  a  direct  question  from 
Mr.  Henderson,  that  in  the  meantime  ‘no  further  progress  would  be 

1  The  text  of  the  ‘critical  memorandum’  was  reproduced  in  full  in  L' Europe 
Nouvelle,  8th  August,  1931,  and  the  text  of  the  ‘constructive  memorandum’ 
in  the  issue  of  the  same  journal  for  the  15th  August. 
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made  towards  the  establishment  of  the  proposed  regime’.  He  showed 
no  sign,  however,  of  withdrawing  from  the  standpoint  that  the  pro¬ 
posed  customs  union  was  perfectly  compatible  with  the  treaties,  and 
in  support  of  this  contention  he  enumerated  the  safeguards  of 
Austria’s  economic  independence  which  had  been  included  in  the 
terms  of  the  provisional  agreement  of  the  19tli  March.  He  reminded 
the  Council  that  the  protocol  of  the  4th  October,  1922,  not  only  bound 
Austria  to  maintain  her  independence,  but  also  bound  the  other 
signatories  to  respect  that  independence,  and  he  indicated  that 
attempts  to  deprive  Austria  of  the  right  to  negotiate  with  other 
countries  were  hardly  consistent  with  this  obligation. 

Mr.  Henderson’s  resolution  was  supported  by  Signor  Grandi — 
whose  announcement  that  Italian  economic  experts  did  not  consider 
the  customs  union  the  best  method  of  remedying  the  difficulties  of 
Austria  and  Germany  made  it  clear  that  Italy  had  come  down  on  the 
side  of  opposition  to  the  project1 — and  also  by  Monsieur  Briand.  At 
the  end  of  his  statement,  in  which  the  French  objections  to  the  project 
were  once  more  repeated,  Monsieur  Briand  declared  his  conviction 
that  although  the  Council  was  concerned  at  the  moment  only  with 
the  juridical  aspect  of  the  case,  it  would  have  to  consider  the  political 
and  economic  aspects  in  due  course.  This  clear  indication  that  French 
opposition  to  the  customs  union  would  be  maintained,  even  if  the 
legal  question  were  to  be  determined  by  the  Permanent  Court  in 
favour  of  Germany  and  Austria,  was  answered  by  Dr.  Curtius,2  who 
explained  that  his  adherence  to  Mr.  Henderson’s  proposal  must  not 
be  taken  to  mean  that  Germany  would  agree  to  subsequent  discussion 
of  the  customs  union  project  as  a  political  question.  Germany  and 
Austria  could  not  be  asked  to  abdicate  their  right  to  proceed  with  the 
plan  because  it  seemed  undesirable  to  other  Powers. 

Although  the  Council  meeting  was  adjourned  at  the  close  of  Dr. 
Curtius’s  speech,  without  the  adoption  of  Mr.  Henderson’s  resolution, 
it  was  evident  that  the  question  of  submission  to  the  Permanent 

1  According  to  Austrian  press  reports,  Signor  G-randi  told  Dr.  Curtius,  in  the 
course  of  private  conversations,  that  Italy  would  oppose  the  customs  union, 
whatever  the  decision  of  the  Permanent  Court  on  the  legal  question  might  be, 
because  it  must  inevitably  lead  to  political  union. 

2  Dr.  Curtius  also  took  occasion  to  answer  a  reference  in  Monsieur  Briand’s 
speech  to  Metternich’s  opinion  that  a  customs  union  was  incompatible  with 
independence  by  quoting  an  opinion  to  the  contrary  expressed  by  Guizot. 
Dr.  Curtius  also  mentioned,  as  analogies  applicable  to  the  Austro- German 
project,  the  customs  union  between  Liechtenstein  and  Switzerland  and  between 
Luxembourg  and  Belgium.  A  reference  which  Dr.  Curtius  had  made  in  the 
European  Commission  on  the  16th  May  to  the  question  of  Belgian  neutrality  in 
connexion  with  the  proposals  of  1840  for  a  customs  union  between  France  and 
Belgium  had  been  commented  on  with  much  resentment  in  the  French  press. 
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Court  was  settled  in  principle.  The  meeting  on  the  19th  May 
afforded  an  opportunity  for  Dr.  Ben.es  and  for  Dr.  Marinkovic,1  the 
Jugoslav  Foreign  Minister,  to  insist  on  the  right  of  the  Council  to 
consider  the  political  aspect  of  the  customs  union,  and  it  also  gave 
occasion  for  another  historical  discussion  on  the  proposed  Franco- 
Belgian  customs  union  of  1840.  The  debate  ended,  as  had  been 
anticipated,  with  the  unanimous  adoption  of  Mr.  Henderson’s  resolu¬ 
tion.  It  was  noticeable  that,  although  a  considerable  amount  of  feel¬ 
ing  had  been  displayed  by  several  speakers  in  the  discussion,  the 
tension  relaxed  as  soon  as  the  Council’s  formal  decision  had  been 
taken.  The  assurance  which  Mr.  Henderson  had  elicited  from  Dr. 
Schober,  that  the  negotiations  would  be  suspended  until  such  time  as 
the  Permanent  Court  had  given  its  decision,2  was  the  cause  of  special 
satisfaction  in  the  ‘opposition’  countries,  though  that  satisfaction 
was  tempered  by  resentment  at  Dr.  Curtius’s  continued  refusal  to 
agree  to  political  discussion  by  the  Council  if  the  project  should 
eventually  prove  unassailable  on  legal  grounds.  There  was  indeed 
cause  for  general  relief  that  an  international  dispute  of  a  kind  which, 
in  pre-war  circumstances,  would  almost  certainly  have  resulted  in  the 
use  of  force,  had  been  transferred  to  the  machinery  of  legal  settlement, 
where  it  could  be  safely  left  while  the  statesmen  of  Europe  dealt  with 
other  urgent  matters  which  were  forcing  themselves  upon  their  notice. 

During  the  next  few  months,  indeed,  the  question  of  the  Austro- 
German  customs  union  remained  in  the  background,  while  the  atten¬ 
tion  of  Governments  and  of  peoples  was  concentrated  on  the  rapid 
developments  in  the  financial  and  economic  crisis  through  which  the 
world  was  passing.  Although  the  customs  union  project  did  not 
emerge  into  prominence  again  until  the  beginning  of  September — and 
then  only  for  a  moment — it  did  not  cease  to  exercise  an  influence,  both 
directly  and  indirectly,  upon  the  course  of  events.  Its  most  important 
indirect  effect  was  that  the  French  attitude  in  regard  to  the  whole 
complex  of  questions  at  issue  during  the  summer  of  1931  was  un¬ 
doubtedly  hardened  in  consequence  of  what  appeared  in  French  eyes 
to  be  the  obduracy  of  Germany  and  Austria.  Persistent  French 
efforts  to  extract  political  concessions  in  return  for  financial  assistance 

1  It  was  noticeable  that  the  tone  of  Dr.  Benes’s  speech  was  considerably  more 
moderate  than  that  of  Dr.  Marinkovic,  which  provoked  a  sharp  reply  from 
Dr.  Curtius. 

2  Dr.  Schober’ s  undertaking,  like  the  similar  one  which  he  had  given  on  the 
17th  April,  was  interpreted  in  Germany  in  the  sense  that  departmental  pre¬ 
paratory  work  would  continue.  Dr.  Schober  was  subjected  to  severe  criticism 
in  the  Austrian  reactionary  press  for  having  yielded  to  Mr.  Henderson  on  this 
point.  Criticisms  of  Dr.  Curtius  also  became  more  outspoken  in  the  German 
opposition  press  from  this  time  onwards. 
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failed  to  achieve  the  desired  result  until  the  crisis  had  reached  a  point 
at  which  France  occupied,  for  the  time  being,  a  position  of  financial 
supremacy,  and  was  therefore  able  to  dictate  what  conditions  she 
chose  to  suppliants  for  assistance.  In  the  middle  of  June,  an  attempt 
to  impose  the  abandonment  of  the  customs  union  project  upon 
Austria,  in  return  for  the  participation  of  French  banks  in  an  issue 
of  Austrian  Treasury  bonds,  was  defeated  by  the  action  of  the  Bank 
of  England,  which  came  to  the  rescue  of  the  Austrian  National  Bank 
with  an  interim  loan.1  A  month  later,  the  German  Government, 
though  almost  in  extremis,  was  still  able  to  resist  the  political  condi¬ 
tions — amounting  virtually  to  a  moratorium  on  changes  in  the  status 
quo — which  France  insisted  upon  attaching  to  her  proposals  for  the 
relief  of  Germany’s  financial  troubles.2  By  the  end  of  August,  how¬ 
ever,  the  situation  had  changed  in  France’s  favour,  in  consequence 
of  the  increasing  embarrassment  of  British  finances.  In  the  course  of 
that  month  the  Bank  of  England  found  itself  obliged  to  call  in  its 
temporary  loan  to  the  Austrian  National  Bank ;  and  the  Austrian 
Government,  which  had  already,  on  the  7th  August,  appealed  to  the 
League  of  Nations  to  undertake  an  examination  of  Austria’s  financial 
and  economic  difficulties  as  a  prelude  to  obtaining  for  her  the  assis¬ 
tance  which  she  required,  seem  to  have  been  finally  convinced  by  the 
notification  from  the  Bank  of  England  that  they  must  at  all  costs 
placate  France,  as  the  Power  which  would  take  the  preponderant 
share  in  an  international  loan.  By  the  end  of  August  a  report  was  in 
circulation  that  the  Austrian  Government  had  unofficially  informed 
certain  diplomatic  representatives  that  they  were  prepared  to  abandon, 
or  at  least  to  postpone,  the  project  for  a  customs  union  with  Germany. 

In  the  meantime,  the  proceedings  before  the  Permanent  Court  of 
International  Justice  at  The  Hague  had  opened  on  the  20th  July. 
Austria,  Germany,  France,  Czechoslovakia,  and  Italy  were  all  repre¬ 
sented  by  Counsel,3  and  the  cases  for  and  against  the  compatibility 
of  the  proposed  customs  union  with  the  Treaties  were  argued  at  great 
length.  The  German  and  Austrian  representatives  complained  that, 
whereas  the  Court  was  concerned  only  with  the  juridical  aspect  of  the 
matter,  the  speeches  of  opposing  Counsel  brought  the  political  aspect 
into  the  foreground.  They  took  special  exception  to  the  observations 
of  the  Italian  representatives,  who,  indeed,  seemed  anxious  to  make 
up  for  the  non-committal  attitude  of  the  Italian  Government  in  the 

1  See  p.  72  above.  *  2  See  p.  83  above. 

3  On  the  20th  July  the  Court  gave  a  preliminary  decision  against  a  request 
by  Austria  for  the  appointment  of  an  Austrian  judge  ad  hoc.  Czechoslovakia 
had  also  asked  for  a  similar  privilege  if  the  Austrian  request  were  granted. 
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early  stages  of  the  dispute  by  outdoing  France  and  Czechoslovakia 
in  the  vehemence  of  their  opposition  at  this  stage.  On  the  29th  July 
Signor  Scialoja  went  so  far  as  to  tell  the  Court  that  the  annexation 
of  Austria  was  an  ideal  avowed  by  Germany,  and  that  the  task  of  the 
Court  was  one  of  the  highest  importance,  since  the  issue  might  signify 
war  or  peace.  The  public  hearings  closed  on  the  6th  August,  but  the 
Court’s  announcement  of  its  opinion  was  reserved  for  a  later  date. 
It  was  expected  that  the  decision  would  be  made  known  before  the 
opening  of  the  sixty-fourth  session  of  the  League  Council,  which  had 
been  fixed  for  the  1st  September.  Actually,  the  Court  did  not  give 
its  advisory  opinion  until  the  5th  September,  and  by  that  date  the 
issue,  from  the  practical  point  of  view,  was  already  closed. 

The  nature  of  the  Court’s  decision,  of  course,  remained  a  matter  of 
conjecture  until  it  was  formally  announced,  and  while  the  French 
Government  hoped  and  believed  that  the  decision  would  be  in  their 
favour,  they  thought  it  well  to  make  assurance  doubly  sure.  Accord¬ 
ingly,  they  spared  no  effort  to  induce  the  Austrian  Government  to 
renounce  the  customs  union  project  before  the  Court’s  advisory 
opinion  was  delivered.  Dr.  Schober  showed  greater  powers  of 
resistance  than  might  have  been  expected  under  the  circumstances ; 
but,  as  has  been  indicated,  France  was  now  in  a  position  to  turn  the 
screw  to  a  point  beyond  endurance,  and  there  could  therefore  be  little 
doubt  regarding  the  final  outcome  of  the  struggle.  During  the  first 
two  days  of  September,  however,  it  was  still  open  to  question  whether 
Dr.  Schober  would  yield  to  the  French  demands  before  the  decision 
of  the  Permanent  Court  had  been  made  public  or  whether  he  would 
manage  to  resist  the  pressure  put  upon  him  until  after  the  5th  Septem¬ 
ber  (it  was  announced  on  the  1st  September  that  the  Court’s  opinion 
would  be  given  on  that  day),  in  the  hope  of  a  legal  verdict  which 
might  serve  to  cover  his  retreat  by  providing  a  moral  vindication  of 
the  Austro -German  case.  After  a  series  of  informal  interviews  had 
taken  place,  giving  rise  to  numerous  conflicting  rumours,1  it  became 
known  on  the  evening  of  the  2nd  September  that  the  Austrian  and 
German  representatives  intended  to  make  statements  on  the  subject 

1  According  to  the  press  reports,  the  principal  difficulty  which  held  up  the 
negotiations  at  the  last  moment  arose  over  the  question  of  whether  the  renun¬ 
ciation  of  the  customs  union  project  could  be  made  to  apply  in  perpetuity. 
Dr.  Schober  was  said  to  have  refused  steadfastly  to  accept  a  French  formula 
which  would  have  committed  the  Austrian  Government  to  the  permanent 
renunciation  of  the  plan.  In  this  connexion  it  may  be  recalled  that  the  con¬ 
ditions  created  by  the  Protocol  of  the  4th  October,  1922,  would  cease  to  exist 
on  the  expiration  of  the  period  covered  by  the  1922  loan.  The  loan  had  to  be 
paid  back  in  full  by  1943,  and  it  could  of  course  be  paid  back  at  an  earlier  date 
if  the  financial  situation  of  Austria  allowed. 
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of  the  customs  union  at  a  meeting  of  the  Commission  for  European 
Union  on  the  following  day. 

When  the  morning  session  of  the  European  Commission  opened  on 
the  3rd  September,  Dr.  Schober  rose  at  once  to  make  his  statement. 
He  explained  that  the  Austrian  and  German  Governments  realized 
that  the  customs  union  was  only  practicable  if  it  could  succeed,  and 
announced  that  they  had  decided  that  they  would  pursue  the  project 
no  farther,  in  view  of  the  economic  difficulties  which  had  arisen 
throughout  Europe.  He  expressed  the  hope  that  the  decision  would 
contribute  to  the  appeasement  of  Europe  ;  but  it  was  noticeable  that 
the  terms  of  his  statement  left  it  open  to  question  whether  his  re¬ 
nunciation  of  the  plan  was  intended  to  be  temporary  or  permanent. 
Dr.  Curtius  made  a  corresponding  statement  of  renunciation  but  in 
a  less  formal  manner.  He  referred  to  the  question  of  the  customs 
union  almost  incidentally,  in  the  course  of  a  speech  on  the  report  of 
the  Committee  on  Economic  Co-operation,1  remarking  that,  while 
the  German  Government  awaited  the  result  of  the  work  of  the  Com¬ 
mission  of  Inquiry,  they  were  in  agreement  with  the  Austrian  Govern¬ 
ment  in  not  intending  ‘  to  pursue  the  plan  they  originally  contemplated  ’ . 
This  statement  also,  it  will  be  seen,  did  not  exclude  the  possibility  of 
an  eventual  revival  of  the  project.  Nevertheless,  the  Austrian  and 
German  announcements  afforded  a  clear  demonstration  of  the  eco¬ 
nomic  and  political  authority  which  France  was  able  to  exercise  over 
Europe,  and  it  was  perhaps  to  the  credit  of  Monsieur  Flandin,  the 
French  Finance  Munster,  who  was  representing  France  at  this 
session  of  the  European  Commission,  that  he  should  have  expressed 
his  satisfaction  at  the  French  victory  in  restrained  terms.  He  con¬ 
tented  himself  with  emphasizing  the  importance  of  the  statements 
made  by  Dr.  Schober  and  Dr.  Curtius,  and  expressing  the  hope  that 
more  favourable  conditions  would  thereby  be  created  for  the  develop¬ 
ment  of  European  collaboration  in  accordance  with  the  principles 
which  had  already  been  laid  down  by  Monsieur  Briand.  Signor 
Grandi  and  Monsieur  Krofta,  on  behalf  of  Italy  and  Czechoslovakia, 
added  their  congratulations  on  the  disappearance  of  a  cause  of  dispute.2 

Although  this  final  scene  had  not  been  staged  on  specially  dramatic 
lines,  it  was  inevitable  that  the  delivery  of  the  Permanent  Court’s 
advisory  opinion  on  the  5th  September  should  come  as  something  of 

1  Seep.  81,  above. 

2  Thereafter,  the  Financial  Committee  of  the  League  dealt  with  Austria’s 
appeal  for  financial  inquiry  and  assistance,  and  the  Austrian  Chancellor, 
Dr.  Buresch,  agreed  to  technical  conditions  the  fulfilment  of  which  would,  it 
was  hoped,  enable  the  Financial  Committee  to  recommend  the  floating  of  a 
loan  in  Paris.  (Seepp.  114-15,  above.) 
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an  anti-climax.  By  eight  votes  to  seven,  the  Court  gave  the  opinion 
that  a  regime  established  on  the  basis  of  the  Austro-German  protocol 
of  the  19th  March,  1931,  would  be  incompatible  with  Protocol  No.  1 
signed  at  Geneva  on  the  4th  October,  1922.  Seven  of  the  eight  judges 
who  held  thi,4  opinion  considered  that  the  regime  would  also  be 
incompatible  with  Article  88  of  the  Treaty  of  St.  Germain.  The 
reasons  which  led  the  Court  to  its  conclusions  were  set  out  at  some 
length  in  the  Advisory  Opinion,1  which,  for  reasons  of  space,  cannot 
be  analysed  here.  But  in  view  of  the  criticism,  which  was  freely 
expressed  in  some  quarters,2  that  political  considerations  had  governed 
the  interpretation  of  the  relevant  texts  to  an  extent  which  could  not 
fail  to  strike  a  serious  blow  at  the  Court’s  prestige,  it  may  be  interest¬ 
ing  to  note  the  nationality  of  the  judges  who  formed  the  majority 
and  minority  groups.  The  eight  judges  who  were  of  opinion  that  the 
customs  union  was  incompatible  with  the  Reconstruction  Protocol 
were  Senor  Urrutia  (Colombia),  Senor  de  Bustamente  (Cuba),  Monsieur 
Fromageot  (France),  Signor  Anzilotti  (Italy),3  Count  Rostworowski 
(Poland),  Monsieur  Negulesco  (Rumania),  Senor  Guerrero  (Salvador), 
Senor  Altamira  (Spain).  Senor  de  Bustamente  was  the  only  judge 
who  considered  that  the  customs  union  was  compatible  with  Article 
88  of  the  Treaty  of  St.  Germain  but  incompatible  with  the  Recon¬ 
struction  Protocol.  The  seven  dissenting  judges,  who  held  that 
neither  the  St.  Germain  Treaty  nor  the  Reconstruction  Protocol 
would  be  infringed  by  the  customs  union,  were  Baron  Rolin- 
Jaequemyns  (Belgium),  Dr.  Wang  Chung-hui  (China),  Dr.  Schucking 
(Germany),  Sir  Cecil  Hurst  (Great  Britain),  Mr.  Adatci  (Japan), 
Jonkheer  van  Eysinga  (Netherlands),  and  Mr.  Kellogg  (United  States 
of  America).  It  may  also  be  noted  that  the  eight  judges  who  formed 
the  majority  agreed  with  the  minority  in  thinking  that  the  establish¬ 
ment  of  the  regime  contemplated  by  the  protocol  of  the  19th  March, 
1931,  would  not  ‘in  itself  constitute  an  act  alienating  Austria’s  in¬ 
dependence  although  it  would,  in  their  view,  be  ‘  calculated  to  threaten 
economic  independence  ’  and  would  consequently  not  be  in  accord  with 
the  undertakings  given  by  Austria  in  the  Reconstruction  Protocol. 

On  the  7th  September,  1931,  the  Council  of  the  League  of  Nations 
took  note  of  the  Permanent  Court’s  advisory  opinion,  and  decided 

1  The  text  will  be  found  in  Documents  on  International  Affairs,  1931. 

2  For  example,  in  The  Manchester  Guardian. 

3  Signor  Anzilotti,  while  agreeing  in  the  opinion  of  the  judges  who  held  that 
the  customs  union  would  be  incompatible  with  the  Treaty  of  St.  Germain  and 
with  the  Reconstruction  Protocol,  did  not  agree  with  the  grounds  on  which  the 
majority  opinion  was  based,  and  he  therefore  issued  an  individual  statement  of 
the  reasons  which  had  led  him  to  his  conclusions. 
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that,  in  view  of  the  declaration  made  by  the  Austrian  and  German 
delegates  at  the  meeting  of  the  Commission  of  Inquiry  for  European 
Union  on  the  3rd  September,  there  could  no  longer  be  any  necessity 
for  it  to  proceed  further  with  the  consideration  of  this  item  on  its  agenda. 

It  remains  to  add  that  the  proceedings  before  the  Permanent 
Court  were  held  by  many  Germans  and  Austrians  to  have  afforded 
support  for  the  view  that  the  customs  union  was  ‘morally  justified’ 
and  that,  in  general,  Austria  had  the  moral  right  to  settle  her  own 
affairs  for  herself.  In  Germany,  there  had  been  signs  for  some  time 
past  that  the  abandonment  of  the  customs  union  would  not  be 
altogether  unwelcome.  In  moderate  circles,  the  original  feeling  of 
satisfaction  at  what  had  been  looked  upon  as  a  German  ‘  score  ’  had 
been  gradually  superseded  by  the  conviction  that  Germany  could  not 
afford  the  additional  complications  which  the  project  had  introduced 
into  the  international  situation.  None  the  less,  German  resentment 
was  aroused  by  the  unnecessarily  humiliating  procedure  which  was 
adopted  at  Geneva ;  and  lack  of  regret  for  the  project  as  such  did 
not,  of  course,  prevent  the  opposition  parties  from  using  its  break¬ 
down  as  a  weapon  in  their  campaign  against  Dr.  Curtius.  The 
resignation  of  the  German  Foreign  Minister  on  the  6th  October, 
1931,  was  the  direct  consequence  of  the  events  in  Geneva  at  the 
beginning  of  September.  In  Austria,  also,  Dr.  Schober’s  renunciation 
of  the  customs  union  project  was  made  the  text  of  vigorous  opposition 
attacks,  and  though  Dr.  Schober  managed  to  weather  the  storm  for 
some  months  longer  than  Dr.  Curtius  he  also  disappeared  from  the 
scene  in  a  change  of  Government  which  took  place  at  the  end  of 
January  1932.  The  most  serious  effect  of  the  shelving  of  the  project 
in  Austria,  however,  was  that  it  undoubtedly  intensified  that  wide¬ 
spread  feeling  of  fatalism  which  was  one  of  the  essential  elements  of 
the  Austrian  problem.1  The  great  majority  of  Austrians  (including 
many  of  those  who  had  contemplated  with  reluctance  the  prospect 
of  closer  relation  with  Germany  which  the  customs  union  project  had 
opened  up)  interpreted  the  events  of  the  six  months  from  March  to 
September  1931  as  proof  that  the  Great  Powers  would  neither  help 
Austria  themselves  nor  permit  Germany  to  help  her ;  and  since  they 
were  already  convinced  that  Austria  could  not  help  herself,  it  only 
remained  for  them  to  await  passively  their  inexorable  doom.  This 
spirit  of  despair  was  not  likely  to  facilitate  the  task  of  rehabilitating 
the  finances  of  Austria  which  had  once  more  been  undertaken, 
simultaneously  with  the  withdrawal  of  the  customs  union  project, 
by  the  Financial  Committee  of  the  League  of  Nations.2 

1  Seep.  299,  above.  2  See  pp.  114—15  and  131,  above. 
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B.  SOUTH-EASTERN  EUROPE 
(i)  The  Second  Balkan  Conference 

In  the  section  of  the  preceding  volume1  in  which  an  account  was 
given  of  the  first  Balkan  Conference,  which  took  place  in  Athens  in 
October  1930,  it  was  indicated  that  ‘the  sincerity  of  this  latest  phase 
of  the  movement  for  Balkan  co-operation  might  remain  open  to 
question  until  it  could  be  seen  how  far  the  Governments  and  other 
bodies  concerned  were  able  and  willing  to  carry  the  recommendations 
of  the  Conference  into  effect’.  During  the  twelve  months  which  inter¬ 
vened  between  the  first  session  of  the  Balkan  Conference  at  Athens 
and  the  second  session  at  Constantinople  in  October  1931,  little  pro¬ 
gress  was  made  in  giving  practical  effect  to  the  recommendations  of 
the  first  Conference;2  but,  at  the  same  time,  the  course  of  events 
appeared  to  prove  that  the  movement  was  genuine,  in  so  far  as 
it  was  based  on  a  growing  realization  among  the  peoples  of  South- 
Eastern  Europe  of  the  advantages  to  be  gained  from  closer  co-opera¬ 
tion,  especially  in  the  economic  field.  Painful  experience  of  the  effect 
of  the  ‘economic  blizzard’  during  the  year  1931  convinced  an  in¬ 
creasing  proportion  of  the  population  of  the  six  Balkan  states  that 
long-standing  political  rivalries  were  of  less  importance  than  common 
economic  interests. 

In  1931,  as  in  1930,  the  need  for  solidarity  was  felt  most  acutely 
by  the  agrarian  states  which  had  been  the  first — and  which  remained, 
in  their  own  eyes  at  least,  the  worst — sufferers  from  the  effects  of 
falling  prices  and  decreased  demand.  In  the  preceding  volume,3 
mention  was  made  of  the  conferences  between  East  European  agra¬ 
rian  states  which  were  held,  on  Polish  initiative,  during  1930,  and 
which  marked  the  beginning  of  active  co-operation  between  those 
states  in  the  defence  of  their  common  interests.  The  special  difficulties 
of  the  agricultural  states  of  Eastern  Europe  will  be  dealt  with  in 
a  subsequent  volume  in  their  relation  to  agrarian  problems  as  a  whole. 
In  this  place  it  will  be  sufficient  to  note  that  the  movement  for 
agrarian  co-operation,  which  continued  throughout  1931,  overlapped, 
in  one  sense,  with  the  simultaneous  movement  for  ‘Balkan’  co-opera¬ 
tion  which  is  the  subject  of  the  present  section.  In  1930,  Jugoslavia, 

1  The  Survey  for  1930,  Part  II  B,  section  (ii). 

2  See  pp.  332-3,  below.  3  The  Survey  for  1930,  pp.  144-5. 
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Rumania,  and  Bulgaria,  which  were  represented,  together  with 
Greece,  Turkey,  and  Albania,  at  the  Balkan  Conference  at  Athens  in 
October,  were  also  represented  at  the  Agrarian  Conferences  at 
Warsaw  in  August,  at  Bucarest  in  October  (immediately  after  the 
Athens  Conference)  and  at  Belgrade  in  November;  but  at  these 
Agrarian  Conferences  their  fellow-members  were  Czechoslovakia, 
Hungary,  Poland,  and  other  states  of  North-Eastern  Europe.  In 
1931,  again,  Jugoslavia,  Rumania,  and  Bulgaria  took  part  in  the 
Balkan  Conference  at  Constantinople  in  October  and  in  various 
activities  which  were  carried  on,  during  the  earlier  months  of  the 
year,  in  preparation  for  that  Conference ; 1  but  they  also  acted  in 
concert,  throughout  the  year,  with  other  agrarian  states  which  were 
not  included  in  the  Balkan  Group.  During  the  year,  prolonged  dis¬ 
cussions  on  agrarian  questions  took  place  in  Paris  and  in  Geneva, 
under  the  aegis  of  the  Commission  of  Inquiry  for  European  Union  or 
of  other  organs  of  the  League  of  Nations  ;  and  at  all  these  meetings,  as 
well  as  at  the  Wheat  Conferences  which  were  held  in  Rome  at  the 
turn  of  March  and  April  and  in  London  in  May,  the  representatives 
of  the  East  European  agrarian  countries  combined  to  pursue  with 
vigour  the  policy  of  demanding  credits  for  their  farmers  and  preferen¬ 
tial  tariffs  for  their  products.  The  organization  of  a  united  front  on 
these  questions  was  discussed  at  two  meetings — held  at  Bucarest  in 
February  1931  and  at  Belgrade  in  April — of  a  permanent  committee 
which  had  been  set  up  at  the  Bucarest  Agrarian  Conference  in 
October  1930  ;  and  in  December  1931  a  full  conference  of  the  agrarian 
bloc  met  at  Sofia  in  order  to  record  the  progress  (such  as  it  was)2 
which  had  been  made  during  the  year  towards  the  alleviation  of 
agrarian  distress,  and  to  pass  further  resolutions  emphasizing  the 
need  of  common  action  for  the  promotion  of  common  interests.3 

1  These  activities  included  a  meeting  on  agricultural  questions  at  Sofia  in 
May  (see  p.  334,  below).  Jugoslavia  was  not  represented  at  this  meeting. 

2  The  principal  step  forward  was  in  connexion  with  the  creation  of  an 
Agricultural  Mortgage  Credits  Bank.  A  convention  for  the  establishment  of 
this  bank  was  approved  by  the  Commission  of  Inquiry  for  European  Union  and 
by  the  League  Council  in  May  1931  and  was  signed  by  a  number  of  states ;  but 
the  progress  of  ratification  was  slow,  and  the  bank  had  not  come  into  existence 
at  the  end  of  the  year.  In  regard  to  preferential  tariffs  for  agricultural  products, 
the  idea  was  accepted  in  principle  during  the  year  by  many  of  the  industrial 
states  of  Europe,  but  numerous  difficulties  were  encountered  when  attempts 
were  made  to  translate  principle  into  practice. 

3  Agrarian  questions  also  formed  one  of  the  principal  subjects  of  discussion 
at  the  sixth  session  of  the  Central  European  Economic  Council,  which  took 
place  at  Vienna  on  the  18th— 20tli  March,  1931,  and  which  was  attended  by 
representatives  of  Bumania,  Bulgaria,  Greece,  and  Poland  as  well  as  of  the 
Central  European  states  proper.  This  conference,  at  its  closing  meeting  on  the 
20th  March,  adopted  a  resolution,  proposed  by  the  Austrian  delegation,  in 
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These  Agrarian  Conferences  proved  that,  where  economic  needs 
were  sufficiently  urgent  to  override  political  animosity,  it  was  possible 
for  the  ‘satisfied’  and  the  ‘dissatisfied’  states  of  Central  and  South- 
Eastern  Europe  to  work  together  in  comparative  harmony  for  the 
attainment  of  a  definite  object.  In  the  parallel  movement  for  Balkan 
co-operation,  though  there  were  fewer  countries  concerned,  the 
ultimate  goal  was  conceived  on  wider  and  more  ambitious  lines,  and 
the  discussion  of  political  issues  could  therefore  not  be  avoided.  In 
this  respect  the  promoters  of  the  East  European  agrarian  bloc  had 
an  easier  task  than  the  promoters  of  the  Balkan  Union,  who  found 
their  way  obstructed,  in  1931  as  in  previous  years,  by  formidable 
difficulties  in  the  political  field.  Nevertheless,  there  were  also  certain 
encouraging  signs  which  appeared  to  indicate  that  the  political 
obstacles  which  hampered  co-operation  in  South-Eastern  Europe 
might  in  time  disappear. 

The  principal  item  on  the  credit  side  of  the  political  balance-sheet 
was  the  strengthening  of  the  friendly  relations  between  Greece  and 
Turkey.  In  the  preceding  volume,1  the  story  has  been  told  of  the 
gradual  reconciliation  between  these  two  countries  which  culminated 
in  the  visit  of  Monsieur  Venizelos  to  Constantinople  and  Angora  in 
October  1930,  and  the  signature  of  three  agreements  at  Angora  on 
the  30th  October.  Rather  less  than  a  year  later,  on  the  5th  October, 
1931,  the  instruments  of  ratification  of  the  Angora  agreements  were 
exchanged  at  Athens,  during  a  return  visit  paid  by  Ismet  Pa§a,  the 
Turkish  Prime  Minister,  and  Tevfik  Rustu  Beg,  the  Minister  for 
Foreign  Affairs.  The  intervening  period  had  been  marked  by 
numerous  proofs  that  a  fundamental  change  of  popular  sentiment 
as  well  as  of  official  policy  had  come  about  between  the  two  nations, 
and  that  this  change  had  opened  the  way  for  an  era  of  genuine 
friendship  and  fruitful  co-operation. 

On  the  6th  January,  1931,  for  instance,  Greek  and  Turkish  repre¬ 
sentatives  signed  a  declaration  stating  that,  in  view  of  the  conclusion 
of  a  general  arbitration  treaty  between  Greece  and  Turkey,  the 
execution  of  the  terms  of  Article  107  of  the  Lausanne  Treaty2  no 
longer  needed  supervision  by  a  League  of  Nations  Commissioner, 

favour  of  closer  economic  relations  between  neighbouring  states  and  the  con¬ 
clusion  of  regional  agreements.  On  the  following  day,  the  statesmen  of  Europe 
(other  than  those  of  Germany  and  Austria)  were  taken  aback  by  the  announce¬ 
ment  that  one  pro  j ect  for  a  regional  agreement,  in  the  shape  of  an  Austro  -  German 
customs  union,  had  already  reached  an  advanced  stage  of  negotiation.  (See  the 
present  volume,  Part  III  A.)  1  Survey  for  1930,  Part  II  B,  sect.  (iii). 

2  This  article  provided  that  goods  in  transit  over  the  three  sections  of  the 
Oriental  Railways  included  between  the  Graeco -Bulgarian  frontier  and  the 
Graeco -Turkish  frontier  near  Kuleli-Burgas  should  not  be  subject  to  passport 
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and  asking  the  League  Council  to  terminate  the  control.  The  Council 
took  the  desired  action  on  the  24th  January,  after  it  had  heard 
statements  from  a  Greek  and  a  Turkish  representative,  in  which  the 
happy  effects  of  the  Graeco -Turkish  rapprochement  were  described 
in  glowing  terms.  In  regard  to  questions  arising  out  of  the  exchange  of 
populations,  the  execution  of  the  agreement  of  the  10th  June,  1930, 1 
proceeded  satisfactorily.  By  the  beginning  of  March  1931,  the  status 
of  35,000  of  the  100,000  Greeks  of  Constantinople  who  were  not 
‘exchangeable’  had  been  confirmed,  and  the  necessary  formalities 
in  regard  to  the  remainder  were  in  process  of  being  fulfilled.  The 
Oecumenical  Patriarch  received  his  certificate  of  non-exchangeability 
towards  the  end  of  September.  The  cordial  reception  which  had  been 
given  to  Monsieur  Venizelos  by  the  Turkish  public  in  October  1930 
was  repeated  at  the  end  of  August  1931,  when  he  stopped  at  Con¬ 
stantinople  on  his  way  back  from  Rumania  to  Greece  and  had  inter¬ 
views  with  Ismet  Pa§a  and  Tevfik  Rustii  Beg.  There  were  also 
significant  developments  during  the  year  1931  in  respect  of  relations 
between  private  persons  and  organizations  in  Greece  and  in  Turkey. 
Visits  were  exchanged  between  university  students,  journalists,  foot¬ 
ball  teams,  and  theatrical  companies.  Most  striking  of  all,  perhaps, 
were  the  welcome  given  by  Turkish  Muslims  formerly  resident  in 
Crete  to  a  group  of  Greeks  from  Crete  who  visited  Constantinople 
during  the  summer,  and  the  participation  of  organizations  of  Greek 
refugees  from  Anatolia  in  the  preparations  for  receiving  the  Turkish 
Ministers  at  Athens  in  October. 

With  this  background,  the  visit  of  Ismet  Pa§a  and  Tevfik  Riistii 
Beg  to  Greece  proved  to  be  as  great  a  popular  success  as  that  of 
Monsieur  Venizelos  to  Turkey  in  1930.  While  the  Turkish  visit  was, 
in  the  nature  of  the  case,  less  epoch-making  than  that  of  Monsieur 
Venizelos,  it  derived  special  significance  from  the  fact  that  Ismet 
Pa§a  had  never  before  paid  an  official  visit  to  the  capital  of  another 
state  (the  last  occasion  on  which  he  had  left  Turkey  had  been  in 
1922,  when  he  attended  the  Lausanne  Conference).  The  two  Ministers 
were  present  at  a  considerable  number  of  public  functions  between 
their  arrival  in  Athens  on  the  3rd  October  and  their  departure,  en 
route  for  Budapest,  on  the  7th  October,  and  everywhere  they  met 
with  the  same  enthusiastic  welcome.  Their  visit  was  equally  success¬ 
ful  on  the  official  side.  It  has  been  mentioned  that  the  ratifications  of 
the  Angora  Agreements  of  the  30th  October,  1930,  were  exchanged 

formalities  or  to  customs  duty.  A  League  Commissioner  was  to  be  appointed 
to  see  that  these  provisions  were  not  infringed. 

1  See  the  Survey  for  1930,  loc.  cit. 
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on  the  5th  October,  and,  in  addition,  five  new  agreements  were 
concluded.  The  first  two  dealt  with  the  position  of  the  Greek  and 
Turkish  minorities  which  remained  in  Turkey  and  in  Greece,  and 
granted  to  exchanged  persons  the  right  to  visit  the  countries  in  which 
they  had  formerly  resided,  subject  only  to  the  ordinary  passport 
conditions  in  force  for  all  travellers.1  By  the  third  agreement,  the 
Turkish  Government  undertook  to  call  a  conference  of  experts  from 
Greece,  Turkey,  and  Bulgaria  to  discuss  common  measures  for 
protecting  the  tobacco  trade ;  the  fourth  laid  down  measures  for 
suppressing  smuggling  in  the  Aegean  Islands  and  on  the  coast  of 
Asia  Minor ;  and  the  fifth  emphasized  the  need  for  expediting  the  work 
which  still  remained  to  be  done  by  the  Mixed  Commission  for  the 
Exchange  of  Populations.2  A  communique  issued  on  the  6th  October, 
after  the  two  Turkish  Ministers  had  had  a  conversation  with  Monsieur 
Venizelos  and  Monsieur  Mikhalakopoulos,  the  Greek  Foreign  Minister, 
declared  that  relations  between  Greece  and  Turkey,  which  had  been 
placed  on  a  cordial  basis  by  the  Angora  Agreements,  had  developed 
with  the  passage  of  time  into  a  practical  friendly  understanding  ;  that 
the  two  Governments  realized  the  community  of  their  interests  and 
were  inspired  by  the  desire  to  maintain  and  establish  peace  ;  and  that 
they  were  resolved  to  continue  close  collaboration  in  the  economic  field. 

That  ‘the  desire  to  maintain  and  establish  peace’  was  no  empty 
phrase  was  proved  by  the  attitude  of  Greece  and  Turkey  not  only  on 
matters  in  which  they  alone  were  primarily  concerned,  but  also  on 
questions  of  more  general  interest.  In  regard  to  the  direct  relations 
between  the  two  countries,  the  basis  of  their  good  understanding — the 
sincere  abandonment,  on  either  side,  of  any  idea  of  irredentism  or 
territorial  aggrandizement  at  the  expense  of  the  other — to  which 
Monsieur  Venizelos  had  referred  in  February  1930,  when  he  expounded 
to  the  Chamber  at  Athens3  the  policy  which  bore  fruit,  eight  months 
later,  in  the  Angora  Agreements,  was  emphasized  again  by  the  same 
statesman  in  July  1931,  in  an  interview  with  the  representative  of 

1  By  tlie  second  week  of  November  instructions  had  been  sent  to  all  Turkish 
consuls  to  grant  visas  covering  a  stay  of  two  months  to  any  exchanged  Greeks 
who  wished  to  revisit  Turkey. 

2  Among  minor  questions  still  outstanding  in  connexion  with  the  exchange 
of  populations  may  be  mentioned  the  appropriation  of  the  revenues  of  two 
Greek  churches  in  Constantinople  by  Papa  Eftim,  who  claimed  to  be  the  head 
of  the  Turkish  Orthodox  Church  and  refused  to  recognize  the  authority  of  the 
Patriarch ;  and  difficulties  arising  from  the  presence  in  Western  Thrace  of  some 
of  the  Turkish  exiles  who  had  been  expelled  on  account  of  opposition  to  the 
Kemalist  regime.  (For  an  account  of  some  previous  exploits  of  Papa  Eftim 
see  the  Survey  for  1925,  Vol.  ii,  p.  268.) 

3  See  the  Survey  for  1930,  pp.  159-60. 
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a  Greek  paper  published  in  New  York.  It  was  this  reciprocal  convic¬ 
tion  of  good  faith  and  pacific  intentions  which  had  made  possible 
the  Angora  protocol  on  parity  in  naval  armaments,  and  it  was 
satisfactory  and  significant  that  the  signature  of  that  protocol  and 
of  the  treaty  of  non-aggression  was  followed  by  a  considerable  reduc¬ 
tion  in  the  amounts  allocated  to  expenditure  on  armaments  in  the 
budgets  of  both  countries. 

In  the  wider  sphere  of  international  relations  it  was  noticeable  that 
Turkey  showed  herself  ready  to  act  as  mediator  in  attempts  to 
reconcile  the  outstanding  differences  which  still  impeded  the  estab¬ 
lishment  of  friendly  relations  between  certain  Balkan  states — for 
instance,  between  Greece  and  Bulgaria ; 1  while  both  Greece  and 
Turkey  took  an  active  part  in  the  movement  for  closer  co-operation 
in  South-Eastern  Europe  and  in  the  preparations  for  the  Balkan 
Conferences.  Like  Jugoslavia  and  Rumania,  and  unlike  Bulgaria, 
and,  in  a  less  marked  degree,  Albania,  Greece  and  Turkey  were 
satisfied,  generally  speaking,  with  the  status  quo.  It  has  been  indi¬ 
cated  that  their  sincere  acceptance  of  their  existing  frontiers  was 
one  of  the  foundation  stones  of  their  new  friendship ;  and  their 
actions  appeared  to  prove  that  they  had  both  of  them  abandoned 
any  idea  of  furthering  territorial  or  other  ambitions  by  the  method 
of  fishing  in  troubled  waters,  in  favour  of  the  belief  that  their  interests 
would  best  be  served  by  the  promotion  of  peaceful  collaboration 
among  their  neighbours.  If  either  or  both  of  them  calculated  that 
the  movement  for  Balkan  co-operation  might  afford  to  its  principal 
promoters  an  opportunity  of  exercising  a  hegemony  which  could 
hardly  be  achieved,  under  modern  conditions,  in  any  other  way,  it 
could  at  least  be  argued  that  the  idea  of  creating  a  united  Balkan 
‘camp’  under  Graeco -Turkish  leadership  had  considerably  more  to 
recommend  it  than  the  alternative  conception  of  rival  French  and 
Italian  ‘camps’. 

The  two  other  ‘  satisfied  ’  states  of  South-Eastern  Europe — Rumania 
and  Jugoslavia — were  also  favourably  disposed,  in  principle,  towards 
projects  for  Balkan  collaboration,  but  their  geographical  situation 
and  the  position  which  they  occupied  in  the  European  system,  as 
members  of  the  Little  Entente,  made  purely  Balkan  affairs  seem  of 
less  vital  importance  to  them  than  to  the  other  states  concerned,2 
and  the  attitude  of  their  representatives  at  Balkan  Conferences 

1  See  the  following  section  for  some  account  of  Bulgaria’s  relations  with 
Greece  and  with  her  other  neighbours  during  1931. 

2  It  has  been  mentioned  (see  p.  325,  above)  that  both  Rumania  and  Jugo¬ 
slavia  took  an  active  part  in  the  movement  for  co-operation  between  the 
agrarian  states  of  Eastern  Europe,  in  the  success  of  which  they  were  directly 
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was  perhaps  not  always  free  from  traces  of  condescension.  While 
they  were  alive  to  the  advantages  of  economic  collaboration  with 
their  southern  neighbours,  and  were  prepared  to  give  and  take  in 
that  field,  the  principal  article  of  their  political  faith  was  that  the 
territorial  provisions  of  the  Peace  Treaties  must  be  maintained  in¬ 
tact  ;  and  it  was  accordingly  on  political  questions  that  their  views — 
and  particularly  those  of  Jugoslavia — came  into  conflict  with  the 
views  of  the  ‘dissatisfied’  states.  A  considerable  proportion  of  the 
Bulgarian  people  made  no  attempt  to  disguise  the  fact  that  they  were 
still  far  from  resigning  themselves  to  the  situation  created  by  the 
Treaty  of  Neuilly  ;  and  a  campaign  was  still  being  waged,  in  particular, 
against  the  provisions  which  placed  under  Jugoslav  rule  a  large 
minority  which  was,  or  was  claimed  to  be,  Bulgarian  in  sentiment  and 
in  language.  The  refusal  of  Jugoslavia  to  acknowledge  the  existence 
of  a  ‘Macedonian  Question’  could  not  prevent  that  question  from 
constituting  an  obstacle — which  at  times  seemed  to  be  almost  in¬ 
superable — in  the  way  of  the  movement  for  Balkan  co-operation. 
The  idea  that  progress  towards  the  ultimate  ideal  of  federation  must 
necessarily  be  gradual,  and  that  it  was  expedient  to  begin  by  reach¬ 
ing  agreement  on  comparatively  non -controversial  matters,  found 
many  advocates  outside  Bulgaria,  but  the  Bulgarians  themselves 
persisted  in  the  attitude  which  they  had  adopted  when  the  prepara¬ 
tions  for  the  first  Balkan  Conference  were  under  way— that  is,  they 
continued  to  make  it  an  essential  condition  of  their  participation  in 
the  movement  that  the  treatment  of  minorities  should  be  among  the 
first  subjects  discussed  and  that  a  settlement  satisfactory  to  Bul¬ 
garian  opinion  should  be  reached.  In  their  attitude  on  the  question 
of  minorities  the  Bulgarians  were  supported  by  the  Albanians,  who 
also  had  kinsmen  under  Jugoslav  rule.1 

As  has  been  recorded  in  the  preceding  volume,2  the  Bulgarian 
attempt  to  have  the  minorities  question  placed  on  the  agenda  for 
the  first  Balkan  Conference  was  only  partially  successful.  The  treat- 

concerned.  It  was  perhaps  only  to  be  expected  that  their  preoccupation  with 
the  agrarian  problems  which  were  to  them  matters  of  life  or  death  should  have 
inclined  them  to  regard  the  project  for  Balkan  Union  as  a  somewhat  academic 
question. 

1  Greece  and  Rumania  were,  of  course,  affected,  as  well  as  Jugoslavia,  t>y 
the  Bulgarian  attitude  on  minorities,  and  both  of  them  reacted  by  explaining, 
on  all  suitable  occasions,  that  a  minorities  question  did  not  really  exist  in  their 
respective  territories,  since  those  of  their  subjects  who  were  of  national  origins 
other  than  that  of  the  majority  enjoyed  no  less  favourable  treatment  than  the 
majority.  The  truth  of  these  statements  was  contested  by  Bulgarians ;  but  the 
fact  remained  that  the  minorities  problem  was  most  acute  between  Bulgaria 
and  Jugoslavia.  2  The  Survey  for  1930,  pp.  151-3. 
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ment  of  minorities  was  indeed  discussed  by  the  Conference,  but  only 
‘in  principle’,  and  controversial  details  were  avoided.  The  Bulgarian 
delegation  which  attended  the  Athens  Conference  was  severely  criti¬ 
cized  at  home  for  agreeing  to  this  method  of  procedure,  and  a 
determination  on  the  part  of  Bulgaria  to  press  the  matter  further 
was  revealed  at  an  early  stage  of  the  preparations  for  the  second 
Conference.  A  meeting  of  the  Council  of  the  Conference1  was  held 
at  Salonika  on  the  31st  January-2nd  February,  1931,  and  during  the 
discussion  on  the  agenda  for  the  second  Conference  the  Bulgarian 
representative,  Monsieur  Kyrov,  asked  that  the  protection  of  minori¬ 
ties  should  be  included  in  the  agenda  as  the  second  item  (the  first 
item  being  the  question  of  a  Balkan  pact  of  non-aggression  and 
arbitration).  Monsieur  Kyrov,  who  was  supported  by  the  Albanian 
representative,  urged  that,  however  thorny  the  question  of  minorities 
might  be,  it  must  be  examined  if  it  was  ever  to  be  solved.  The 
Council  finally  adopted  a  Greek  suggestion  that  consideration  of  the 
loyal  fulfilment  of  the  obligations  arising  from  the  treaties  in  force, 
including  the  minorities  treaties,  fell  within  the  terms  of  reference  of 
a  committee  which  was  to  be  set  up,  in  accordance  with  a  resolution 
of  the  first  Conference,2  ‘to  examine  a  draft  of  a  Balkan  Pact  and  to 
study  all  the  difficulties  which  stand  in  the  way  of  a  moral  detente 
and  a  political  rapprochement  between  the  Balkan  peoples’.  Since  the 
report  of  this  committee  was  to  be  submitted  to  the  second  Con¬ 
ference,  the  question  of  the  protection  of  minorities  would  be  included 
in  the  agenda  in  an  indirect  way.  This  suggestion  was  accepted  by 
Monsieur  Kyrov,  but  it  did  not  satisfy  all  the  members  of  the  Bul¬ 
garian  National  Group.  Shortly  after  the  Salonika  meeting  ended, 
a  reorganization  of  the  group  was  effected  and  Monsieur  Kyrov  was 
succeeded  as  President  by  Monsieur  Yanko  Sakazov,  who  had 
attended  the  Athens  Conference  and  had  there  given  proof  that  his 
views  were  less  moderate  than  those  of  Monsieur  Kyrov.  While  the 
Council  of  the  Balkan  Conference  was  in  session  a  communique  was 
issued  by  a  Bulgarian  Federation,  comprising  various  organizations 
of  intellectuals  and  professional  men,  in  which  the  view  was  expressed 
that  the  peaceful  revision  of  treaties  and  of  frontiers  ought,  like  the 
settlement  of  the  minorities  question,  to  be  made  an  essential  condi¬ 
tion  of  Bulgaria’s  accession  to  a  Balkan  Union.  Thereafter,  reports 
were  current  that  the  Bulgarian  National  Group  intended  to  demand 
that  the  questions  of  revision  of  the  Peace  Treaty  and  rectification  of 
frontiers  should  be  placed  on  the  agenda  for  the  Constantinople 

i 

1  For  tlie  organization  set  up  by  the  first  Conference  see  op.  cit.,  p.  154. 

2  See  op.  cit.,  loc.  cit. 
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Conference,  under  threat  of  abstaining  from  attending  the  Conference 
if  their  wishes  were  not  met.  At  the  end  of  March  the  Bulgarian 
Group  issued  a  dementi  of  these  rumours ;  but  a  fortnight  later 
Monsieur  Sakazov  himself  announced  in  a  public  lecture  that,  while 
the  Bulgarian  Group  intended  to  concentrate  on  minorities  at  the 
next  Conference,  they  were  only  waiting  until  a  minorities  settlement 
had  been  reached  in  order  to  raise  the  question  of  revision  of  treaties 
and  frontiers.  Declarations  such  as  this  were,  no  doubt,  a  faithful 
reflection  of  the  sentiments  of  a  large  proportion  of  the  Bulgarian 
people ;  but  they  did  not  make  it  any  easier  for  Bulgaria  to  obtain 
concessions  from  the  other  states  concerned  in  the  minorities  question. 
The  attitude  of  the  ‘satisfied’  states,  whose  conception  of  a  Balkan 
Federation  was  based  on  the  recognition  of  the  status  quo,  was  that 
the  whole  movement  was  in  danger  of  being  wrecked  on  the  rock  of 
Bulgarian  intransigence ;  and  it  was  in  vain  that  the  Bulgarian 
National  Group  contended  that  their  attitude  was  inspired  by  a 
genuine  desire  to  see  a  Balkan  Federation  established  on  a  solid 
basis,  and  by  the  belief  that  such  a  basis  could  not  be  found  until 
Bulgaria’s  principal  grievances  had  been  redressed.  The  suspicions 
felt  by  other  Balkan  states  regarding  Bulgaria’s  intentions  were 
strengthened  when  the  composition  of  the  Bulgarian  delegation  to 
the  Constantinople  Conference  was  announced  in  June  1931 ;  for  the 
delegation  included  two  Macedonian  members  who  had  earned  a 
reputation  for  uncompromising  advocacy  of  the  cause  of  their  friends 
and  kinsmen  on  the  other  side  of  the  Jugoslav  frontier.  The  Bul¬ 
garian  delegation  persisted  in  their  demand  that  discussion  of  the 
minorities  question  should  not  be  shelved  at  Constantinople,  and  in 
September  they  submitted  a  memorandum  setting  out  their  views 
on  the  subject  to  the  Turkish  Commission  which  was  making  prepara¬ 
tions  for  the  second  Balkan  Conference.  At  the  Conference  itself, 
however,  the  Bulgarians  showed  themselves  more  conciliatory  than 
the  other  states  had  expected,  and  it  was  the  Albanians  who  displayed 
a  combative  spirit. 

Before  proceeding  to  give  some  account  of  the  Constantinople 
Conference,  it  will  be  well  to  indicate  to  what  extent  the  recom¬ 
mendations  of  the  first  Conference  were  carried  into  effect  during  the 
twelve  months  October  1930-October  1931.  The  Athens  Conference, 
it  will  be  recalled,  was  not  able  to  produce  many  concrete  results  in 
the  political  field,  but  it  did  succeed  in  reaching  provisional  agree¬ 
ment  in  regard  to  various  economic  questions  and  other  matters  of 
a  more  or  less  technical  nature.  It  had  been  hoped  that  effect  might 
be  given  to  some  of  these  practical  projects  without  delay ;  but,  in 
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the  event,  none  of  the  organizations  proposed  by  the  first  Conference 
came  into  existence  before  the  second  Conference  opened,  although 
some  progress  could  be  recorded  in  the  preparations  for  their  estab¬ 
lishment.  (For  instance,  the  statutes  of  a  Balkan  Chamber  of  Com¬ 
merce  were  elaborated  by  the  Athens  Chamber  of  Commerce  and 
approved  by  the  other  Balkan  Chambers  in  the  course  of  the 
summer.) 

In  regard  to  political  questions  the  first  resolution  adopted  by  the 
Athens  Conference  on  the  recommendation  of  its  Political  Committee 
— to  the  effect  that  the  Ministers  for  Foreign  Affairs  of  the  Balkan 
states  should  meet  regularly  once  a  year  for  an  exchange  of  views — 
bore  no  fruit  during  the  first  year.  The  second  and  third  resolutions — 
which  recommended  the  establishment  of  a  special  committee  to 
study  a  draft  of  a  Balkan  Pact  and  to  examine  difficulties  in  the  way 
of  rapprochement — were  also  not  carried  out  to  the  letter.  It  has  been 
mentioned  that  the  Council  of  the  Conference,  when  it  met  at  Salonika 
on  the  last  day  of  January,  contemplated  that  a  special  committee 
composed  of  two  representatives  from  each  National  Group  would 
be  set  up  to  study  the  questions  referred  to  in  the  Athens  resolutions, 
but  it  did  not  prove  feasible  to  assemble  a  formal  commission. 
Instead,  the  various  national  groups  submitted  memoranda  setting 
out  their  views,  while  the  draft  of  a  Balkan  Pact  of  Non-Aggression, 
Pacific  Settlement  of  Disputes  and  Mutual  Assistance  was  elaborated 
by  the  Greek  National  Group.1  The  adoption  of  this  procedure  meant 
that,  wThen  the  Constantinople  Conference  opened,  the  examination 
of  political  questions  had  not  advanced  as  far  as  had  been  anticipated, 
and  that  the  minorities  question,  in  particular,  had  not  undergone 
a  process  of  filtering  which  had  been  expected  to  eliminate  its  more 
dangerous  elements. 

With  regard  to  the  permanent  executive  machinery  set  up  by  the 
Athens  Conference,  the  Council  of  the  Conference  held  only  one 
meeting  during  the  year — that  at  Salonika  to  which  reference  has 
already  been  made.  The  Council  discussed  the  agenda  for  the  next 
Conference  and  adopted  a  questionnaire  on  the  organization  of  a 
Balkan  Union,  to  which  all  the  national  groups  were  asked  to  reply. 
It  also  decided  that  special  meetings  should  be  held  of  delegates  from 
various  organizations  which  were  represented  in  national  groups,  in 
order  to  supplement  the  work  of  propaganda  which  was  carried  on  by 
the  groups.  This  decision  was  duly  implemented,  and  during  a  ‘Bal¬ 
kan  Week  ’  at  the  end  of  April  meetings  took  place  of  representatives 

1  The  actual  author  was  Monsieur  J.  Spiropoulos,  Professor  of  International 
Law  in  the  University  of  Salonika. 
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of  sport  and  travel  organizations  at  Constantinople ;  of  bankers 
and  industrialists  at  Salonika  and  Athens ;  and  of  delegates  of 
municipalities  at  Tirana.  During  May,  an  agricultural  conference 
was  held  at  Sofia,  a  conference  on  intellectual  co-operation  in 
Bucarest,  and  a  meeting  of  members  of  feminist  organizations  at 
Belgrade.  These  conferences  were  primarily  intended  to  promote 
co-operation  and  understanding  between  the  various  organizations 
represented  at  them,  but  they  also  produced  certain  practical  results : 
for  instance,  it  was  the  conference  of  industrialists  at  Athens  which 
charged  the  Chamber  of  Commerce  in  that  city  with  the  preparation 
of  the  statutes  of  a  Balkan  Chamber  of  Commerce. 

The  successful  organization  of  the  ‘  Balkan  Week  ’  was  a  proof  that 
the  movement  for  co-operation  was  not  lacking  in  vitality,  and  if 
the  progress  made  in  applying  the  decisions  of  the  first  Conference 
seemed  to  be  disappointingly  slow,  that  fact  could  no  doubt  be 
explained  in  part  by  the  unofficial  nature  of  the  Conferences  and  of 
the  whole  movement.  It  was  not  a  question  of  giving  legislative 
effect  to  decisions  taken  by  Governments — a  process  which  itself 
was  often  far  from  rapid — but  of  educating  the  general  public  in  the 
various  countries  concerned  and  bringing  their  influence  to  bear  on 
the  Governments,  Chambers  of  Commerce,  railway  companies,  and 
other  bodies  in  whose  hands  executive  action  lay,  and  whose  good 
will  it  was  necessary  to  enlist  if  the  movement  was  to  be  anything 
more  than  a  Utopian  dream. 

In  this  connexion  it  is  interesting  to  note  that  the  relation  between 
the  Conference  and  the  Government  in  whose  territory  it  was  held 
was  closer  at  Constantinople  in  1931  than  it  had  been  at  Athens  in 
1930.  The  Greek  Government  had  indeed  taken  a  friendly  interest 
in  the  proceedings  at  Athens,  and  Monsieur  Venizelos  had  addressed 
the  Conference  at  its  opening  meeting — an  example  which  was  fol¬ 
lowed  by  Ismet  Pa§a,  who  was  present  at  the  opening  session1  of  the 
second  Conference  on  the  20th  October,  1931,  and  made  a  speech  of 
welcome  to  the  delegates.  Where  the  Turkish  Government  went 
further  than  the  Greek  Government  was  in  the  part  played  by  their 
Foreign  Minister.  Tevfik  Riistii  Beg  was  not  a  member  of  the  Con¬ 
ference,  since  it  was  an  unofficial  organization,  but  he  followed  all 
its  proceedings  with  close  attention,  and  he  seems  to  have  acted  as 
mediator  on  more  than  one  occasion  when  feeling  on  political  ques- 

1  The  opening  session  was  held  in  the  palace  of  Dolma  Bagce,  but  the 
remaining  sessions — except  the  last,  which  took  place  at  Angora — were  held 
in  the  throne-room  in  Yildiz  Kiosk.  The  selection  of  a  site  so  closely  associated 
with  the  memory  of  'Abdul- Hamid  may  or  may  not  have  indicated,  on  the 
part  of  those  responsible,  an  appreciation  of  the  irony  of  history. 
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tions  ran  high.  The  Conference  also  received  the  benediction  of  the 
Ghazi  Pa§a— its  members  travelled  for  that  purpose  to  Angora, 
where  the  last  session  was  held  on  the  26th  October— and  the  occasion 
was  marked  by  a  gesture  on  Mustafa  Kemal’s  part  which  testified 
to  the  sincerity  of  Turkey’s  interest  in  the  movement  for  co-operation. 
After  the  Conference  had  ended,  the  Ghazi  Pa§a  dispatched  a  message 
of  greeting  to  the  heads  of  the  five  other  Balkan  states,  not  excluding 
King  Zog  of  Albania,  whose  regime  was  thus  accorded  the  recognition 
which  had  previously  been  withheld  by  the  Turkish  Republic. 

The  second  Balkan  Conference  was  attended  by  about  200  dele¬ 
gates  from  the  six  states — the  number  of  experts  and  representatives 
of  public  bodies  having  increased  considerably  compared  with  the 
number  which  attended  the  Athens  Conference.  Hasan  Beg,  Vice- 
President  of  the  Turkish  Grand  National  Assembly,  acted  as  Chair¬ 
man  of  the  Conference.  The  work  was  allocated  among  six 
committees,  which  dealt  respectively  with  questions  of  organization  ; 
with  political  questions ;  with  intellectual  co-operation ;  with  econo¬ 
mic  questions ;  with  health  and  social  policy ;  and  with  communica¬ 
tions.  As  had  happened  at  Athens  in  1930,  and  as  was  indeed  to  be 
expected,  it  was  the  political  committee  which  provided  ‘incidents’. 
The  members  of  the  technical  committees  were  able  to  work  together, 
on  the  whole,  in  an  amicable  spirit,  and  they  succeeded  in  carrying 
a  stage  further  some  of  the  measures  which  had  been  initiated  in 
the  preceding  year  and  in  initiating  certain  new  developments  in  their 
turn.  The  Economic  Committee  adopted  the  statutes  of  a  Balkan 
Chamber  of  Commerce,1  and  decided  in  favour  of  the  creation  of  a 
Balkan  Chamber  of  Agriculture,  the  statutes  of  which  were  to  be 
submitted  to  the  third  conference  in  1932.  The  Economic  Committee 
also  recommended  the  establishment  of  national  offices  for  cereals 
and  for  tobacco,2  which  would  collaborate  with  central  offices,  and 
the  appointment  of  a  special  commission  to  study  commercial  ex¬ 
changes  and  to  draw  up  a  convention  for  the  unification  of  customs 
formalities,  as  a  first  step  in  the  direction  of  a  Customs  Union.  All 

1  See  p.  334,  above.  TkeCkamber  was  to  have  its  head-quarters  atConstanti- 
nople,  where  the  various  national  Chambers  would  be  represented  by  two 
delegates  each. 

2  It  has  been  mentioned  above  (p.  328)  that  the  protection  of  the  tobacco 
industry  formed  the  subject  of  one  of  the  five  agreements  concluded  between 
Greece  and  Turkey  in  Athens  a  fortnight  before  the  Constantinople  Conference 
began.  At  the  end  of  November  1931,  it  was  reported  that  the  project  for  an 
Inter-Balkan  Tobacco  Institute  had  reached  the  stage  of  discussion  as  to  its 
site  and  that  there  were  differences  of  opinion  on  this  question — Bulgaria  and 
Turkey  desiring  that  the  Institute  should  be  at  Constantinople  and  Greece 
urging  the  claims  of  Salonika. 
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these  decisions  and  recommendations  were  endorsed  by  the  Con¬ 
ference  in  plenary  session.  The  Conference  also  registered  approval 
of  the  convention  establishing  a  Postal  Union,  which  was  discussed 
by  the  Committee  on  Communications.  The  possibilities  of  develop¬ 
ing  railway  and  air  communications  were  also  discussed  by  this 
committee,  but  no  definite  conclusions  were  reached.  The  Committees 
on  Health  and  Social  Policy  and  on  Intellectual  Co-operation  pro¬ 
duced  a  number  of  recommendations  which  were  accepted  by  the 
Conference.  Resolutions  were  adopted  advocating  closer  co-operation 
between  health  services,  the  foundation  of  an  Institute  of  Historical 
Research  at  Constantinople,  and  the  appointment  of  a  permanent 
commission  of  jurists  to  examine  the  question  of  unification  of  civil 
law.  The  Conference  also  pronounced  in  favour  of  the  abolition  of 
passport  visas  and  of  the  retention  by  married  women  of  their 
original  nationality.  A  Greek  draft  of  a  convention  on  the  free 
circulation,  establishment,  and  exercise  of  professions  by  Balkan 
nationals  in  all  Balkan  states  was  not  considered  in  detail  but  was 
referred  to  a  special  commission. 

In  regard  to  political  questions  the  Bulgarian  manoeuvres  during 
the  past  twelve  months  were  successful  in  so  far  as  they  secured  a  fuller 
discussion  of  the  minorities  question  than  had  taken  place  at  Athens 
in  1930.  The  discussion,  however,  left  a  solution  of  the  problem  still 
far  to  seek,  and  so  much  time  was  given  to  it  that  little  progress 
was  made  in  other  directions — the  Greek  draft  of  a  Balkan  Pact,  for 
instance,  was  not  examined  in  any  detail.  Moreover,  on  one  or  two 
occasions  mutual  recriminations  were  carried  to  a  point  at  which 
a  breakdown  of  the  Conference  appeared  to  be  threatened.  This 
disaster  was  happily  averted,  and  the  fact  that  these  highly  contro¬ 
versial  questions  could  be  openly  discussed  without  a  complete  dead¬ 
lock  being  reached  might  perhaps  be  taken  to  indicate  that  the  spirit 
of  co-operation  and  conciliation  had  gained  some  ground  since  the 
date  of  the  Athens  Conference.  As  has  been  mentioned  already,  it 
was  the  Albanians  and  not  the  Bulgarians  who  took  the  lead  at 
Constantinople  in  the  matter  of  minorities.  At  the  opening  session 
of  the  Conference  on  the  20th  October,  when  the  heads  of  all  the 
delegations  made  short  speeches,  Monsieur  Sakazov,  for  Bulgaria, 
confined  himself  to  explaining  the  difficulties  which  the  Bulgarian 
National  Group  had  encountered  during  the  past  twelve  months  in 
their  efforts  to  persuade  public  opinion  that  it  was  worth  Bulgaria’s 
while  to  take  part  in  the  Balkan  Conferences.  Monsieur  Sakazov 
made  no  explicit  mention  of  the  minorities  question,  whereas  Mehmet 
Bey  Konitza,  the  Albanian  leader,  declared  roundly  that  he  and  his 
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colleagues  were  only  interested  in  the  fate  of  their  brothers  by  race 
‘who  had  been  separated  from  them  by  brutal  force’,  and  that  until 
the  rights  of  minorities  had  been  recognized  and  applied  the  Con¬ 
ference  would  be  unable  to  advance  a  single  step. 

Thereafter,  there  was  a  passage  of  arms  between  the  Albanian  and 
the  Jugoslav  representatives  on  the  Political  Commission,  during  a 
preliminary  discussion  on  minorities,  in  which  the  Albanian  accused 
Jugoslavia  of  ill-treatment  of  her  Albanian  minority,  and  the  Jugo¬ 
slav  retorted  by  taunting  Albania  with  her  dependence  on  Italy. 
This  incident1  appears  to  have  arisen  out  of  the  circulation  to  mem¬ 
bers  of  the  Conference  of  an  Albanian  reply  to  a  Jugoslav  memoran¬ 
dum  on  the  conditions  which  would  allow  of  political  rapprochement 
between  the  Balkan  states.  This  Jugoslav  memorandum,  which  had 
been  submitted  to  the  Preparatory  Commission  for  the  Conference,' 
mentioned  two  principal  obstacles  to  the  promotion  of  better  under¬ 
standing  :  first,  the  organization  or  toleration  in  the  territory  of  one 
state  of  armed  bands  whose  activities  were  directed  against  the 
internal  peace  and  security  of  another  state ;  and,  second,  the  con¬ 
clusion  of  an  alliance  with  a  state  outside  the  Balkan  Peninsula 
which  had  territorial  designs  against  a  Balkan  state  other  than  its 
ally.  It  was  significant  that  the  Bulgarian  delegation  should  have 
let  this  challenge  lie,  while  the  Albanian  delegation  took  it  up. 

This  quarrel  was  patched  up  (according  to  the  leader  of  the  Greek 
delegation,  Monsieur  Papanastasiou,  ‘perfect  cordiality’  was  re¬ 
stored),  and  the  Political  Commission  went  on  to  consider  various 
proposals  for  facilitating  the  application  of  the  Minorities  Treaties. 
The  Albanian  delegate  suggested  the  creation  in  each  Balkan  state, 
within  three  months,  of  a  commission  to  supervise  the  execution  of 
measures  for  the  protection  of  minorities.  The  Greek  delegation 
proposed  that  the  draft  Balkan  Pact  should  be  supplemented  by 
provisions  for  the  establishment  of  an  Inter-Balkan  Commission  on 
Minorities,  which  would  examine  all  relevant  questions,  verify  facts, 
and  recommend  solutions.  The  Greeks  further  suggested  that  the 
draft  pact  should  be  referred,  with  all  the  amendments  and  proposals 
resulting  from  the  Political  Committee’s  discussions,  to  a  special 
commission  which  would  submit  a  report  three  months  before  the 
next  Conference.  This  second  Greek  proposal  was  accepted  by  the 
Conference,  which  also  endorsed  a  suggestion,  made  by  the  Bulgarian 
and  Jugoslav  members  of  the  Council  of  the  Conference,  to  the  effect 
that  representatives  of  states  in  which  minority  questions  formed 

1  A  somewhat  similar  incident,  but  of  a  less  serious  nature,  occurred  at  the 
Athens  Conference  in  1930  (see  the  Survey  for  1930,  p.  153). 
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obstacles  to  rapprochement  should  endeavour  to  reach  a  direct 
understanding.1 

The  resolutions  finally  adopted  by  the  Conference  on  the  recom¬ 
mendation  of  the  Political  Committee  were  four  in  number.2  The 
first  resolution  dealt  with  the  proposed  Balkan  Pact,  the  draft  of 
which  was  to  be  examined  by  a  Commission  of  Inquiry,  which  was 
also  to  consider  ‘proposals  relating  to  the  method  of  ensuring  the 
loyal  execution  of  the  clauses  of  the  Peace  Treaties,  including  those 
referring  to  minorities’  and  the  ‘means  of  remedying  situations 
likely  to  impede  the  moral  disarmament  of  the  Balkan  nations’. 
This  Commission  was  to  submit  a  definitive  report  to  the  next  Con¬ 
ference.  The  second  resolution  recommended  the  ‘establishment  of 
direct  relations  between  the  national  groups,  with  a  view  to  their 
reaching  agreement  on  questions  which  endanger  a  good  understand¬ 
ing  and  to  ensuring  scrupulous  respect  for  all  the  obligations  arising 
out  of  the  treaties  in  force,  including  those  relating  to  the  protection 
of  minorities.’  The  third  resolution  reiterated  the  wish  expressed  by 
the  first  Conference  that  an  annual  meeting  of  Foreign  Ministers 
should  be  arranged ;  and  the  fourth  invited  the  national  groups  to 
make  every  effort  to  promote  the  success  of  the  general  Disarmament 

1  The  Jugoslav  delegation  (which  was  largely  composed  of  representatives 
of  the  powerful  Nationalist  organization,  the  Narodna  Odbrana)  appears  to 
have  gone  to  Constantinople  with  instructions  not  to  consent  to  the  conclusion 
of  a  Balkan  Pact  but  to  attempt  to  reach  a  preliminary  understanding  with 
the  Bulgarians,  so  as  to  avoid  responsibility  for  a  breakdown  of  the  Conference. 
The  possibilities  of  rapprochementwere  accordingly  discussed  between  Bulgarian 
and  Jugoslav  representatives  at  Constantinople.  The  Bulgarians  seem  to 
have  stated  that  their  essential  condition  was  the  granting  of  political  and 
educational  rights  to  the  Bulgarian  minority  in  Serbian  Macedonia.  The 
Jugoslavs,  while  they  now  showed  greater  readiness  to  admit  that  the  Bulgarian 
Macedonians  were  entitled  to  minority  rights,  insisted  that  the  conclusion  of 
a  Bulgaro- Jugoslav  treaty  of  friendship  must  precede  concessions  to  minorities, 
whereas  the  Bulgarians  maintained  that  a  change  of  regime  in  Macedonia  must 
be  the  first  step.  A  way  out  of  this  deadlock  might  have  been  found  by  an 
agreement  to  take  both  steps  simultaneously,  and  the  Jugoslav  delegation  was 
reported  to  have  conveyed  an  invitation  to  members  of  the  Bulgarian  National 
Group  to  visit  Belgrade  and  continue  discussions  in  that  sense.  On  the  return 
of  the  Jugoslav  delegation  to  Belgrade,  however,  its  members  appear  to  have 
found  that  the  Foreign  Minister,  Monsieur  Marinkovic,  did  not  altogether 
approve  of  the  line  which  they  had  taken  at  Constantinople — not  because  he 
did  not  desire  to  reach  an  understanding  with  Bulgaria  but  because  he  held 
resolutely  to  the  principle  that  the  liquidation  of  the  Macedonian  Revolutionary 
Committee  must  precede  a  Jugoslav- Bulgarian  entente  (see  an  article  from  the 
Balkans  correspondent  of  The  Times  in  the  issue  of  the  22nd  January,  1932). 

2  The  French  text  was  published  by  Le  Journal  d’  Orient  of  Constantinople, 
which  devoted  several  pages  of  its  issue,  each  day  during  the  period  that  the 
Conference  was  in  session,  to  the  work  of  the  various  committees  and  of  the 
plenary  meetings. 
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Conference  which  was  to  meet  in  Geneva  on  the  2nd  February, 
1932. 

There  was  a  division  of  opinion,  even  among  those  most  interested, 
as  to  the  degree  in  which  the  Constantinople  Conference  could  be 
said  to  have  proved  successful  and  to  have  advanced  the  movement 
for  co-operation  among  the  Balkan  peoples.  It  was  generally  agreed 
that  the  progress  made  in  the  economic  and  other  non-political  fields 
was  satisfactory  even  if  no  striking  developments  took  place,  and  in 
particular  the  discussions  in  the  Economic  Committee  indicated  that 
there  would  be  little  difficulty  in  securing  general  agreement  on 
far-reaching  measures  of  economic  collaboration  if  it  were  not  for 
political  complications.  It  was  clear  that  the  time  had  hardly  yet 
arrived  when  representatives  of  all  the  Balkan  states  could  meet 
and  discuss  political  questions  in  a  non-controversial  and  constructive 
way,  but  the  relatively  conciliatory  spirit  displayed  by  the  Bulgarians 
at  the  Conference,  and  the  willingness  of  the  Bulgarians  and  Jugo¬ 
slavs  to  negotiate  for  a  settlement  of  their  differences,  were  signs 
which  pointed  in  the  right  direction.  Although  the  second  Balkan 
Conference,  like  the  first,  could  not  be  said  to  have  produced  any 
very  definite  results  in  the  political  field,  it  did  carry  discussion  of 
the  thorny  problem  of  minorities  a  stage  further  than  had  been 
deemed  possible  at  Athens  in  1930  ;  and  if  the  first  political  resolution 
of  the  Conference  were  implemented  and  a  special  commission  were 
to  meet  during  1932  to  consider  a  draft  Pact  of  Non -Aggression  and 
Arbitration  and  other  cognate  questions,  the  various  suggestions 
made  in  the  course  of  the  debate  at  Constantinople  would  serve  as 
a  starting-point  from  which  constructive  proposals  for  dealing  with 
the  minorities  problem  might  be  built  up. 

The  point  on  which  criticism  mainly  turned  was  the  failure  of  the 
Conference  to  make  any  progress  in  regard  to  the  Balkan  Pact.  The 
critics  believed  that  approval  of  the  terms  of  a  pact  could  have  been 
obtained  without  difficulty  if  the  question  had  not  been  deliberately 
associated  with  that  of  minorities.  Time  alone  would  show  whether 
this  procedure  would  have  the  effect  of  postponing  indefinitely  the 
conclusion  of  a  pact  or  whether  it  would  facilitate  a  solution  of 
the  problem  of  minorities.  In  any  case,  it  was  the  Governments  of  the 
Balkan  states,  not  the  unofficial  organizations  whose  representatives 
attended  the  Balkan  Conferences,  which  would  have  to  take  action 
in  regard  both  to  the  conclusion  of  a  Balkan  Pact  and  to  the  applica¬ 
tion  of  measures  for  the  protection  of  minorities.  In  the  long  run, 
therefore,  the  resolutions  and  recommendations  of  the  Constantinople 
Conference  might  prove  to  be  of  less  significance  than  the  close 
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interest  with  which  the  Turkish  Government  followed  the  proceed¬ 
ings  and  the  part  played  by  the  Turkish  Foreign  Minister  in  smooth¬ 
ing  out  some  of  the  difficulties  which  arose  during  the  Conference. 

(ii)  Bulgaria  and  her  Balkan  Neighbours. 

In  the  preceding  section  of  the  present  volume  it  has  been  indicated 
that,  in  the  eyes  of  the  majority  of  the  states  which  took  part  in  the 
Balkan  Conferences  of  1930  and  1931,  the  attitude  and  policy  of 
Bulgaria  constituted  an  obstacle  in  the  way  of  the  movement  for 
Balkan  co-operation.  It  may  therefore  be  convenient  to  examine 
in  rather  greater  detail  the  position  of  Bulgaria,  vis-a-vis  her  neigh¬ 
bours,  in  the  year  1931. 

During  the  year  1930  there  were  signs  that  the  spirit  of  reconcilia¬ 
tion  which  had  been  gradually  spreading  through  the  Balkan 
countries,  and  which  manifested  itself,  in  a  most  striking  way,  in  the 
Graeco -Turkish  settlement  of  that  year,1  was  exercising  a  certain 
influence  on  the  relations  of  Bulgaria  with  Rumania,  Jugoslavia, 
and  Greece,  and  was  beginning  to  modify  the  feelings  of  hostility 
which  had  governed  those  relations  for  many  years.2  The  process 
of  rapprochement,  however,  was  slow  and  difficult,  and  by  the  end  of 
1931  Turkey  was  still  the  only  one  of  Bulgaria’s  four  neighbours 
with  whom  she  could  be  said  to  be  on  normally  friendly  terms. 

Between  Bulgaria  and  Turkey  there  were  still  differences  outstand¬ 
ing  in  connexion  with  the  educational  and  religious  rights  of  Bul¬ 
garians  who  were  resident  in  Turkey  and  with  compensation  to 
Bulgarian  refugees  who  had  claims  on  account  of  abandoned  pro¬ 
perty  in  the  portion  of  Thrace  which  remained  under  Turkish  rule. 
These  disputes,  however,  were  not  sufficiently  serious  to  embitter 
relations,  or  to  outweigh  the  obvious  advantages  to  Bulgaria  of 
Turkey’s  friendship.  A  treaty  of  neutrality  and  arbitration  was  signed 
in  March  1929,  and  in  May  1930  a  commercial  agreement  was  con¬ 
cluded,  to  replace  an  earlier  agreement  of  February  1928.  In  Decem¬ 
ber  1930  the  Turkish  Foreign  Minister,  Tevfik  Riistii  Beg,  visited 
Sofia,  and  in  the  following  November  the  Bulgarian  Prime  Minister 
of  the  day,  Monsieur  Musanov,  was  invited  to  pay  a  return  visit  to 
Angora.  This  invitation  followed  immediately  after  the  renewal,  on 
the  30th  October,  1931,  of  the  Turco-Russian  Treaty  of  Friendship 
and  Neutrality,  which  had  been  signed  in  the  first  place  on  the  17th 
December,  1925,  and  which  had  been  renewed,  for  two  years,  on  the 

1  See  the  Survey  for  1930,  Part  II  B,  section  (iii),  and  the  present  volume, 
pp.  326-9,  above.  2  See  the  Survey  for  1930,  pp.  147-9. 
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17th  December,  1929. 1  It  also  coincided  with  an  improvement  in  the 
prospects  of  a  settlement  of  Graeco-Bnlgarian  differences,2  a  matter 
in  which  the  Turkish  Government  were  known  to  take  a  friendly 
interest.  In  these  circumstances,  the  news  that  Monsieur  Musanov  was 
going  to  Turkey  gave  rise  to  rumours  in  Belgrade  of  the  impending 
formation  of  a  Graeco -Turkish -Bidgarian  alliance,  with  the  support  of 
Russia  and  Italy.  The  French  and  Jugoslav  Ministers  at  Sofia  were 
reported  to  have  expressed  anxiety  on  this  score  to  Monsieur 
Musanov,  who  took  care  to  explain,  in  the  course  of  a  statement  to 
the  Sobranje,  that  no  special  significance  attached  to  his  forthcoming 
visit,  which  was  a  mere  act  of  courtesy.  Monsieur  Musanov  duly 
visited  Constantinople  and  Angora  during  the  first  week  of  December 
1931,  and  had  an  interview  with  Mustafa  Kemal  as  well  as  conversa¬ 
tions  with  Ismet  Pa§a  and  Tevfik  Riistii  Beg.  An  official  communique 
issued  after  the  discussions  had  ended  declared  that  the  statesmen 
concerned  had  agreed  that  there  were  no  differences  dividing  Bul¬ 
garia  and  Turkey,  whose  interests  were  practically  identical,  and 
that  they  had  decided  to  take  steps  to  develop  commercial  relations 
between  the  two  countries.  After  Monsieur  Musanov  had  returned 
to  Sofia,  he  announced  that  two  joint  Bulgaro -Turkish  Commissions 
were  being  formed :  one  to  settle  questions  regarding  the  property  of 
refugees  and  the  other  to  promote  trade. 

As  between  Bulgaria  and  Rumania,  one  cause  of  friction  was  dealt 
with  by  the  agreement  ‘regarding  the  financial  obligations  of  Bul¬ 
garia  resulting  from  the  Treaty  of  Neuilly ’,  which  was  signed  at  The 
Hague  on  the  20th  January,  1930.3  By  Article  7  of  this  agreement, 
the  Governments  which  were  Bulgaria’s  creditors  waived  their  right 
to  retain  and  liquidate  the  property,  rights,  and  interests  of  Bul¬ 
garian  nationals ;  but,  by  a  separate  agreement  (which  formed  an 
integral  part  of  the  general  agreement),  the  suspension  of  sequestra¬ 
tion  of  Bulgarian  property  in  Rumania  was  made  conditional  on  the 
payment  by  Bulgaria  of  a  sum  of  110  million  lei,  the  first  half  of 
which  was  payable  within  three  months  of  ratification  of  the  agree¬ 
ment.  Ratifications  of  the  Hague  Agreement  were  exchanged  on  the 
27th  December,  1930,  and  on  the  28th  March,  1931,  it  was  announced 
in  the  press  that  the  Bulgarian  Government  had  given  instructions 
for  the  transfer  to  Bucarest  of  the  first  instalment  of  55  million  lei. 
This  dispute  over  the  liquidation  of  Bulgarian  property  in  Rumania, 

1  For  the  circumstances  in  which  the  original  treaty  was  concluded  see  the 

Survey  for  1925,  vol.  i,  Part  III,  section  (xi).  2  See  below,  p.  352. 

3  The  question  of  Eastern  Reparations  will  be  dealt  with  in  a  subsequent 
volume. 
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which  had  given  rise  to  much  ill-feeling  in  the  past,  might  thus  be 
considered  settled ;  but  there  were  other  differences  still  outstanding 
which  hampered  the  establishment  of  satisfactory  relations.  Com¬ 
plaints  on  the  Bulgarian  side  regarding  the  treatment  of  Bulgarian 
nationals  who  had  remained  in  Rumania  were  countered  by  Ruma¬ 
nian  accusations  that  raids  of  komitajis  from  Bulgarian  territory 
were  not  prevented  by  the  Bulgarian  authorities.  The  activities  of 
komitajis  in  the  Dobruja  appear  to  have  assumed  more  serious  pro¬ 
portions  than  usual  in  September  1931,  following  the  assassination 
of  a  prominent  member  of  the  Bulgarian  minority  in  the  Western 
Dobruja.  This  crime  also  gave  rise  to  indignation  meetings  in 
Bulgaria  and  to  a  campaign  against  Rumania  in  the  Bulgarian  press ; 
and  in  the  second  week  of  September  a  formal  protest  against  this 
campaign  was  lodged  by  the  Rumanian  charge  d'affaires  at  Sofia. 

Between  Bulgaria  and  Jugoslavia,  the  first  six  months  of  1931 
were  relatively  peaceful  and  uneventful.  It  has  been  recorded  in  the 
preceding  volume1  that  in  February  1930  agreements  were  concluded 
which  laid  down  arrangements  for  the  maintenance  of  order  and 
security  along  the  Bulgaro- Jugoslav  frontier  and  provided  for  the 
establishment  of  Mixed  Commissions  to  deal  with  the  question  of 
properties  which  were  divided  by  the  frontier.  These  Mixed  Com¬ 
missions  began  their  work  without  delay,  and  by  September  1931 
there  was  reason  to  hope  that  all  cases  remaining  to  be  settled  would 
have  been  dealt  with  by  the  end  of  the  year.  One  immediate  result 
of  the  agreements  of  February  1930  had  been  a  revival  of  activity 
on  the  part  of  the  Macedonian  Revolutionary  Organization,  but  the 
‘incidents’  thus  created  had  been  treated,  on  both  sides  of  the 
frontier,  with  more  moderation  than  had  generally  been  shown  in 
the  past ;  and  the  Macedonian  Revolutionaries,  having  failed,  on 
this  occasion,  to  bring  about  any  serious  disturbance  in  the  relations 
between  Sofia  and  Belgrade,  had  retired  more  or  less  into  the  back¬ 
ground  for  some  months.  Unfortunately,  the  Governments  did  not 
succeed  in  consolidating  the  improvement  in  their  relations  during 
this  interval,  with  the  result  that  a  renewal  of  komitaji  outrages  in 
the  second  half  of  1931  threatened  once  more  to  block  the  road 
towards  rapprochement. 

The  authorities  in  Bulgaria  were  much  occupied  with  internal 
politics  during  the  early  months  of  1931.  A  general  election  was 
impending,  and  the  burning  question  of  the  moment  was  whether 
the  Government  of  Monsieur  Liapcev,  which  had  been  in  power  for 
eight  years  and  which  had  been  becoming  increasingly  unpopular 

1  The  Survey  for  1930,  p.  147. 
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for  some  time  past,  would  succeed  in  retaining  the  reins  of  office  long 
enough  to  control  the  elections.  In  these  circumstances,  members 
of  the  Bulgarian  Government  were  afraid  to  take  any  action  (such 
as  making  concessions  to  the  views  of  Jugoslavia  or  of  Greece  on 
questions  at  issue  with  those  countries)  which  might  alienate  some  of 
their  supporters ;  and  in  this  way  the  internal  political  situation  of 
Bulgaria  reacted  unfavourably  on  her  relations  with  her  neigh¬ 
bours— negatively  in  the  case  of  Jugoslavia  and  positively  in  the 
case  of  Greece.1  In  the  end,  Monsieur  Liapcev’s  Government  were 
still  in  power  when  the  elections  took  place  on  the  21st  June,  1931  ;2 
but  the  usual  result  of  a  victory  at  the  polls  for  the  Government 
parties  was  not  attained  on  this  occasion.  The  Government  Coalition 
was  heavily  defeated,  and  on  the  28th  June  Monsieur  Malinov,  the 
leader  of  the  Democratic  Party,  took  office  as  Prime  Minister  and 
formed  a  Cabinet.  One  of  Monsieur  Malinov’s  first  actions  was  to 
receive  representatives  of  the  foreign  press,  in  order  to  explain  to 
them  the  policy  which  his  Government  would  follow,  and  it  was 
noteworthy  that  he  laid  special  stress  on  his  intention  of  coming  to 
an  understanding  with  Bulgaria’s  neighbours  on  all  outstanding 
questions.  Since  the  new  Government  had  a  powerful  majority, 
and  were  believed  to  have  the  goodwill  of  the  country  behind  them, 
the  prospects  of  rapprochement  between  Bulgaria  and  Jugoslavia  and 
between  Bulgaria  and  Greece  seemed  to  have  improved. 

According  to  all  the  precedents,  this  was  the  moment  at  which 
the  Bulgarian  komitajis  might  be  expected  to  attract  attention  to 
themselves  once  more ;  and  in  fact  the  formation  of  Monsieur 
Malinov’s  Cabinet  was  followed  immediately  by  a  series  of  outrages 
attributed  to  the  Macedonian  Revolutionary  Organization.  Between 
the  30th  June  and  the  end  of  the  first  week  in  August,  there  were 
bomb  explosions,  on  Jugoslav  territory,  in  eleven  different  railway 
.  coaches — nine  of  them  being  through  carriages  which  had  begun 
their  journey  in  Germany,  Austria,  or  France.  At  the  beginning 
of  August,  the  Jugoslav  Government  formally  protested  at  Sofia 
against  these  outrages,  which,  they  contended,  were  organized  by 
Macedonian  revolutionaries  on  Bulgarian  territory,  and  demanded 
that  the  Bulgarian  Government  should  take  energetic  measures 
against  the  Macedonian  Organization.  Thereupon  Monsieur  Musa- 
nov,  who  was  then  acting  as  Minister  of  the  Interior  in  Monsieur 

1  See  p.  349,  below. 

2  Monsieur  Liapcev  and  bis  Cabinet  did  resign  in  April,  but  as  no  other  leader 
was  successful  in  forming  a  Government,  it  was  arranged  that  the  resignation 
of  the  Liapcev  Cabinet  should  be  withdrawn  and  that  its  members  should 
remain  in  office  until  after  the  elections. 
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Malinov’s  Cabinet,  ordered  the  arrest  of  some  thirty  prominent 
Macedonians  and  their  deportation  to  areas  remote  from  the  Jugoslav 
frontier.  These  steps  seem  both  to  have  satisfied  the  Jugoslav 
Government  and  to  have  checked,  for  the  time  being,  the  incidents 
of  which  they  complained. 

The  lull,  however,  lasted  for  less  than  two  months.  Early  in 
October  there  was  a  renewal  of  frontier  incidents,  and  towards  the 
end  of  the  month  the  Jugoslav  representative  at  Sofia  called  on 
Monsieur  Musanov  (who  had  become  head  of  the  Government  on 
the  12th  October,  on  Monsieur  Malinov’s  retirement  owing  to  ill- 
health),  and  conveyed  a  formal  warning  that  if  the  Bulgarian  Govern¬ 
ment  did  not  take  vigorous  steps  to  suppress  komitaji  incursions  into 
Jugoslavia,  the  Jugoslav  Government  would  be  obliged  to  bring  the 
question  to  the  notice  of  the  League  of  Nations.  Monsieur  Musanov 
made  a  conciliatory  reply,  in  which  he  declared  that  he  was  taking 
all  possible  steps  to  deal  with  the  trouble,  but  he  pointed  out  the 
difficulty  of  efficacious  action  against  the  Macedonian  Organization 
and  urged  that  the  exploits  of  the  terrorists  ought  not  to  be  allowed 
to  interfere  with  efforts  to  promote  better  relations  between  the  two 
states.  The  sincerity  of  the  desire  for  rapprochement  felt  by  a  growing 
number  of  people  on  both  sides  of  the  frontier  was  attested  by  the 
relations  between  the  Bulgarian  and  the  Jugoslav  National  Groups 
at  the  second  Balkan  Conference  at  Constantinople  in  October  J 
but  the  Jugoslav  Government  were  not  prepared  to  go  as  fast  or  as 
far  in  the  direction  of  meeting  Bulgarian  wishes  as  the  unofficial 
delegates  who  attended  the  Constantinople  Conference.  Moreover, 
the  relations  between  Belgrade  and  Sofia  had  hardly  begun  to 
recover  from  the  strain  imposed  on  them  by  the  frontier  incidents  of 
October  1931  when  Jugoslavia  found  fresh  cause  for  complaint  in 
a  demonstration  which  took  place  in  Sofia  on  the  27th  November 
(the  anniversary  of  the  signature  of  the  Treaty  of  Neuilly,  which 
the  Bulgarians  were  accustomed  to  observe  as  a  day  of  national 
mourning). 

The  hostility  to  Jugoslavia  which  was  always  latent  in  Bulgaria 
had  been  fanned  to  a  flame  during  October  and  November  by  a 
decision  of  the  Jugoslav  Government  prohibiting  the  transit  across 
Jugoslav  territory  of  certain  foodstuffs,  including  live  stock  and  fresh 
and  frozen  meat,  which  were  dispatched  from  Bulgaria  to  destinations 
in  Italy,  Switzerland  and  other  Western  countries.  This  measure, 
which  struck  a  serious  blow  at  Bulgaria’s  export  trade,  was  regarded 
as  equivalent  to  a  declaration  of  tariff  war,  and  resentment  on  this 
1  See  footnote  1  on  p.  338,  above. 
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score  intensified  the  feelings  of  bitterness  which  were  naturally 
aroused  in  Bulgarian  minds  by  a  commemoration  of  the  Peace 
Treaty.  On  the  27th  November,  bands  of  students  who  were  demon¬ 
strating  in  the  streets  of  Sofia  assembled  before  the  Jugoslav  Legation 
and  Consulate,  and  rioting  occurred,  in  the  course  of  which  some 
windows  were  broken.  Both  the  Jugoslav  Government  and  the  press 
were  at  first  inclined  to  take  this  incident  rather  more  seriously  than 
the  occasion  appeared  to  demand — perhaps  because  they  were  already 
perturbed  on  the  subject  of  Monsieur  Musanov’s  visit  to  Angora.1 
The  Jugoslav  Minister  in  Sofia  left  for  Belgrade  to  report  to  his 
Government,  after  he  had  protested  both  orally  and  in  writing  to 
the  Bulgarian  Government  and  had  received  their  profuse  apologies. 
The  Jugoslav  Government  accused  the  Bulgarian  police  of  failing  to 
take  proper  precautions  in  order  to  ensure  the  security  of  the  Legation 
and  Consulate  and  demanded  the  punishment  of  the  negligent  officials. 
The  Bulgarian  Government,  in  reply,  declared  that  three  of  the  prin¬ 
cipal  police  officers  concerned  had  been  dismissed  immediately  and  that 
a  number  of  persons  concerned  in  the  rioting  had  been  arrested.  The 
incident  was  closed  by  a  Jugoslav  communication  which  took  note 
of  the  Bulgarian  Government’s  measures  and  expressed  the  hope  that 
the  recurrence  of  similar  disturbances  would  be  prevented.  The  note 
concluded  with  an  affirmation  of  the  Jugoslav  Government’s  desire 
to  be  on  good  friendly  relations  with  Bulgaria.  Nevertheless,  it  was 
reported  in  January  1932  that  Monsieur  Marinkovic,  the  Jugoslav 
Foreign  Minister,  had  intimated  his  intention  of  raising  the  question 
of  komitaji  activities  at  the  January  session  of  the  League  Council, 
and  had  only  refrained  from  doing  so  in  consequence  of  opposition 
from  France  and  Great  Britain. 

Relations  between  Bulgaria  and  Greece  were  also  far  from  satis¬ 
factory  in  1931,  though  in  this  case  the  strain  was  imposed  not  by 
frontier  incidents2  nor  by  political  disputes,  but  by  the  failure  to 
settle  a  number  of  outstanding  differences  on  financial  questions. 
Both  Greece  and  Bulgaria  recognized  that  these  differences  did  not 
affect  their  vital  interests,  and  it  was  therefore  all  the  more  dis¬ 
appointing  that  progress  towards  a  settlement  was  so  slow.  Towards 
the  end  of  1930  it  seems  to  have  been  mutually  agreed  that  the 
question  of  a  Bulgarian  outlet  on  the  Aegean3  should  be  set  on  one 

1  See  p.  341,  above. 

2  A  minor  affray,  in  whicli  a  Greek  soldier  lost  his  life,  did  occur  on  the 
Graeco -Bulgarian  frontier  in  February  1931 ;  but  this  incident  had  no  serious 
consequences. 

3  See  the  Survey  for  1920-3,  Part  III,  section  (iii)  (8),  and  the  Survey  for 
1930,  p. 148. 
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side  for  the  time  being,  since  Bulgaria  was  not  financially  capable  at 
the  moment  of  taking  advantage  of  the  facilities  which  Greece  was 
prepared  to  offer,  and  that  a  determined  attempt  should  be  made 
to  dispose  of  all  financial  questions  which  were  still  in  dispute.  The 
Greek  Government  intimated  that  when  the  financial  disputes  were 
settled  they  would  be  ready  to  negotiate  a  new  treaty  of  commerce 
with  Bulgaria,  to  take  the  place  of  a  treaty  dating  from  1927  which 
had  been  denounced  by  Greece  as  from  the  1 5th  October,  1930 — to 
the  considerable  detriment  of  Bulgarian  trade. 

In  December  1930  one  of  the  neutral  members  of  the  Mixed 
Commission  which  had  supervised  the  migration  of  Greeks  from 
Bulgaria  and  Bulgarians  from  Greece  suggested  to  the  Governments 
at  Athens  and  at  Sofia  that  all  the  financial  questions  that  were  still 
outstanding  between  them  should  be  submitted  for  arbitral  decision. 
This  proposal  was  accepted  by  Athens  with  alacrity,  but  Sofia — 
while  protesting  the  utmost  anxiety  to  come  to  a  settlement  and 
declaring  itself  in  favour  of  arbitration  in  principle — raised  difficulties 
over  the  details  of  procedure.  The  Greek  Government  insisted  that 
the  arbitration  must  cover  all  the  claims  and  counter-claims  put 
forward  by  either  side,  but  the  Bulgarian  Government  refused  to 
agree  to  the  inclusion  of  certain  questions  which,  they  said,  had 
either  been  settled  in  the  past,  or  had  been  submitted  to  arbitration 
already,  or  were  obviously  unreasonable.  In  the  first  category  the 
Bulgarian  Government  placed  what  were  known  as  the  ‘Wuarin 
claims  ’ ;  in  the  second  category  Greek  claims  regarding  certain 
forests  in  Dospad-Dagh ;  and  in  the  third  category  claims  for  com¬ 
pensation  on  account  of  damage  inflicted  on  Greek  nationals  during 
riots  in  the  town  of  Anchialos,  on  the  Black  Sea,  in  the  year  1906. 

The  ‘Wuarin  claims’  were  claims  for  compensation  to  Greek 
subjects  who  had  suffered  in  their  property  or  persons  at  the  hands 
of  Bulgarians  during  the  period  when  Bulgaria  was  a  belligerent  in 
the  War  of  1914-18  and  Greece  was  a  neutral — that  is,  the  period 
between  the  11th  October,  1915,  and  the  29th  June,  1917.  The 
Treaty  of  Neuilly  provided  (Article  179,  annex,  paragraph  4)  that  the 
property,  rights,  and  interests  of  Bulgarian  nationals  within  the 
territory  of  an  Allied  or  Associated  Power  might  be  charged,  inter 
alia,  ‘  with  payment  of  claims  growing  out  of  acts  committed  by  the 
Bulgarian  Government  or  by  any  Bulgarian  authorities  since  the 
11th  October,  1915,  and  before  that  Allied  or  Associated  Power 
entered  the  War.’  It  was  further  provided  that  the  amount  of  such 
claims  should  be  assessed  by  a  special  arbitrator.  At  the  beginning 
of  1922  the  task  of  assessing  the  claims  was  undertaken  by  Monsieur 
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Albert  Wuarin,  but  the  Bulgarian  Government  raised  objections 
regarding  the  arbitrator’s  competence,  and  contended,  in  particular, 
that  he  could  not  decide  claims  in  respect  of  any  acts  which  had 
been  committed  outside  Bulgarian  territory  as  it  was  on  the  11th 
October,  1915.  This  was  contested  by  Greece,  and  the  matter  was 
finally  referred  to  the  Permanent  Court  of  International  Justice. 
The  Court  gave  judgment  on  the  12th  September,  1924,  to  the 
effect  that  claims  in  respect  of  acts  committed  outside  Bulgarian 
territory  were  covered  by  the  provisions  of  Article  179  of  the  Treaty 
of  Neuilly,  but  that  reparation  for  such  acts  was  within  the  scope 
of  the  reparation  contemplated  in  Article  121  of  the  same  treaty, 
and  was  therefore  included  in  the  total  sum  payable  by  Bulgaria  on 
Reparation  account.  Greece,  however,  had  continued  to  claim  that 
she  was  entitled  to  a  special  indemnity  over  and  above  Reparation 
payments,  in  compensation  for  damage  inflicted  during  the  period 
of  her  neutrality ;  but  she  declared  herself  ready  to  accept  an  arbitral 
decision  as  to  whether  the  question  had  been  closed,  as  Bulgaria 
maintained,  by  the  Permanent  Court’s  judgment  in  1924. 

In  regard  to  the  Dospad-Dagh  forests,  certain  Greek  subjects 
claimed  proprietary  or  concessionary  rights,  whereas  the  Bulgarian 
Government  contended  that,  by  Bulgarian  law,  ownership  of  forest 
lands  could  be  vested  only  in  the  state.  In  September  1930  the  matter 
came  before  the  League  Council,  which  appointed  Monsieur  Unden 
arbitrator.  The  Greek  Government  appear  to  have  agreed  that  it 
was  unnecessary  to  abandon  arbitral  procedure  which  had  already 
been  initiated  in  order  that  all  disputes  might  be  considered  together. 
The  case  therefore  proceeded  on  the  normal  lines,  but  the  arbitral 
decision  had  not  been  given  by  the  end  of  the  year  1931. 

In  regard  to  the  claims  for  damages  arising  out  of  the  Anchialos 
riots  in  1906,  Bulgaria  contended  that  the  matter  had  not  previously 
been  raised  by  Greece — neither  at  the  time  of  the  Graeco-Bulgarian 
alliance  of  1912,  nor  at  the  Peace  Conferences  at  Bucarest  in  1913 
and  at  Neuilly  in  1919 — and  that  it  was  not  reasonable  that  Greece 
should  put  in  a  claim  at  this  eleventh  hour.  There  was  evidence, 
indeed,  that  Greece  would  not  press  this  particular  demand  if  Bul¬ 
garia,  on  her  side,  would  agree  to  drop  her  principal  counter-claim 
against  Greece — namely,  a  claim  that  6,000  Bulgarian  emigrants,  who 
had  omitted  to  file  the  statements  setting  forth  the  property  which 
they  had  left  in  Greece  before  the  expiration  of  the  time-limit  fixed 
by  the  convention  for  the  voluntary  exchange  of  populations,1  were 
entitled,  nevertheless,  to  financial  compensation  in  accordance  with 
1  See  the  Survey  for  1925,  vol.  ii,  p.  289. 
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the  terms  of  the  Kaphandaris-Molov  Agreement  (the  Graeco- 
Bulgarian  agreement  of  the  9th  December,  1927,  which  prescribed 
the  method  of  fulfilling  the  financial  obligations  arising  out  of  the 
exchange  of  populations).1  The  legality  of  this  Bulgarian  claim  was 
open  to  doubt,  and  accordingly  the  Bulgarians  were  anxious  that  it 
should  be  considered  by  the  Mixed  Commission  for  the  exchange  of 
populations  and  not  by  an  arbitral  tribunal.  The  fear  that  it  might 
prove  impossible  to  extract  any  money  from  Greece  with  which  to 
satisfy  the  demands  of  the  6,000  emigrants  and  that  the  burden 
might  fall  on  the  Bulgarian  Exchequer  was  probably  at  the  root  of 
much  of  Bulgaria’s  reluctance  to  agree  to  ‘all-in’  arbitration. 

The  attitude  officially  adopted  by  the  Bulgarian  Government  was 
that  it  would  be  desirable  for  preliminary  conversations  to  take  place 
in  order  to  define  the  questions  which  should  be  submitted  to  arbitra¬ 
tion.  The  Greek  Government  suspected  that  this  proposal  was 
merely  another  excuse  for  not  coming  to  a  settlement,  and  they  urged 
that  all  outstanding  disputes  should  be  submitted  to  arbitration 
without  further  delay — leaving  it  to  the  arbitrators  to  decide  whether 
any  given  question,  such  as  that  of  the  ‘Wuarin  claims’,  had  already 
been  settled  or  not.  This  was  the  situation  in  the  third  week  of 
January  1931 ,  when  the  Foreign  Ministers  of  most  European  countries 
were  assembled  in  Geneva  in  order  to  attend  meetings  of  the 
League  Council  or  of  the  Commission  of  Inquiry  for  European  Union.2 
The  possibility  of  settling  Graeco-Bulgarian  differences  was  one  of 
the  questions  which  were  discussed  ‘on  the  fringe’  of  these  official 
meetings.  Monsieur  Liapcev,  the  Bulgarian  Prime  Minister,  had 
accompanied  the  Foreign  Minister,  Monsieur  Burov,  to  Geneva, 
and  these  two  statesmen  appear  to  have  taken  the  initiative  in 
asking  the  British  Foreign  Minister,  Mr.  Arthur  Henderson,  to  use 
his  good  offices  in  an  attempt  to  promote  an  understanding  with 
Greece — a  request  which  was  immediately  granted.3  A  direct 
meeting  was  arranged  between  Monsieur  Liapcev  and  the  Greek 
Foreign  Minister,  Monsieur  Mikhalakopoulos,  and  although  this 
interview  did  not  result  in  agreement,  it  was  generally  considered 
that  the  discussions  at  Geneva  had  brought  the  two  sides  appreciably 
closer  together. 

At  this  stage,  however,  the  influence  of  the  political  situation  in 

1  See  the  Survey  for  1927,  p.  216.  2  See  tlie  Survey  for  1930,  Part  II  A. 

3  Signor  Grandi,  the  Italian  Foreign  Minister,  who  was  also  at  Geneva,  was 
reported  to  have  used  his  influence  with  both  sides  and  advised  them  to  come 
to  an  agreement  without  delay.  Advice  in  the  same  sense  was  said  to  have 
been  given  to  the  Bulgarian  Government  by  Tevfik  Rustii  Beg  when  he  visited 
Sofia  in  December  1930. 
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Bulgaria  began  to  make  itself  felt.  It  has  been  mentioned  above 
that  Monsieur  Liapcev’s  Government  were  reluctant  to  commit 
themselves  in  any  way  pending  the  elections  which  were  to  be  held 
in  June  1931,  and  Monsieur  Burov’s  guiding  principle,  in  his  conduct 
of  Bulgaria’s  foreign  relations  during  the  first  half  of  1931,  seems  to 
have  been  to  play  for  time.  Early  in  February  the  British  representa¬ 
tives  at  Athens  and  at  Sofia  communicated  to  the  Greek  and  to  the 
Bulgarian  Government  a  proposal  from  Mr.  Henderson  which  was  in 
the  nature  of  a  compromise.  Mr.  Henderson  suggested  that  the 
principle  of  arbitration  of  all  disputes  should  be  accepted  by  both 
parties,  but  that  there  should  be  preliminary  negotiations  in  order  to 
elucidate  the  more  complicated  questions.  The  French  and  Italian 
Governments  were  informed  of  these  demarches  and  associated  them¬ 
selves  with  Mr.  Henderson’s  proposal,  which  was  promptly  accepted 
by  Greece.  The  Bulgarian  Government  did  not  reply  for  over  a 
fortnight  and  then  accepted  the  proposal,  but  with  reservations  ex¬ 
cluding  from  arbitration  the  questions  of  the  Anchialos  and  Wuarin 
claims,  which  made  acceptance  tantamount  to  rejection.  Monsieur 
Burov  could  not  be  persuaded  to  withdraw  these  reservations,  and  a 
Greek  suggestion  that  direct  negotiations  should  be  resumed,  but 
with  a  time-limit  at  the  end  of  which  recourse  would  be  had  to 
arbitration,  also  met  with  no  response. 

Matters  dragged  on  thus  for  weeks  and  months,  while  Greek  public 
opinion  became  more  and  more  exasperated.  The  average  Greek 
citizen  was  unable  to  see  any  logic  or  justice  in  an  arrangement  by 
which  victorious  Greece  punctually  made  payments  in  cash  to  van¬ 
quished  Bulgaria,  in  accordance  with  the  Kaphandaris-Molov  Agree¬ 
ment,  while  Bulgaria  not  only  seized  every  possible  occasion  for 
delaying  the  payment  of  the  considerably  larger  sums  due  from  her 
to  Greece  but  also  stood  in  the  way  of  a  general  settlement  which 
was  likely  to  increase  her  total  indebtedness.  By  the  middle  of  May 
the  Greek  press  was  openly  threatening  that  payments  under  the 
Kaphandaris-Molov  Agreement  would  be  suspended  unless  the 
Bulgarian  attitude  were  modified,  and  a  few  weeks  later  this  threat 
was  carried  into  effect  by  the  Greek  Government — though  not 
primarily  as  a  result  of  Bulgaria’s  refusal  to  agree  to  arbitration. 

On  the  20th  June,  1931,  Mr.  Hoover’s  proposal  for  a  year’s  mora¬ 
torium  on  all  inter-governmental  debts  was  made  known  to  the 
world.1  On  the  24th  June,  the  Greek  Government  replied  to  Mr. 
Hoover,  stating  that  if  the  moratorium  was  to  cover  Eastern  Repara¬ 
tion  payments  as  well  as  payments  by  Germany,  it  could  only  be 
1  See  the  present  volume,  pp.  73  seqq.  above. 
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accepted  by  Greece  on  condition  that  certain  of  her  obligations  (in¬ 
cluding  payments  to  Bulgaria  under  the  Kaphandaris-Molov  Agree¬ 
ment)  were  recognized  as  war  debts  and  included  in  the  scope  of  the 
moratorium.  Acceptance  of  the  proposal  on  any  other  terms  would, 
it  was  stated,  involve  a  deficit  in  the  Greek  budget.  The  formal 
acceptance  of  Mr.  Hoover’s  proposal  by  Bulgaria  was  not  dispatched 
immediately,  but  it  was  a  foregone  conclusion  that  the  Government 
formed  by  Monsieur  Malinov  on  the  28th  June  would  take  advantage 
of  the  moratorium ;  and  the  Greek  Government  appear  to  have 
decided  early  in  July  that  the  time  had  come  to  suspend  payments 
under  the  Kaphandaris-Molov  Agreement.  This  decision  was  an¬ 
nounced  in  the  Greek  press  on  the  10th  July — -the  Bulgarian  Govern¬ 
ment  having  been  notified  of  it  some  days  earlier — and  on  the  14th 
July  the  Greek  Minister  of  Finance  gave  orders  that  the  instalment 
which  fell  due  on  the  1st  August  should  not  be  paid.  Thereupon  the 
Bulgarian  Government  dispatched  their  reply  to  President  Hoover 
accepting  the  moratorium,  and  seized  the  occasion  to  explain  their 
view  that  payments  under  the  Kaphandaris-Molov  Agreement  could 
not  be  considered  inter -governmental,  since  they  represented  the 
fulfilment  of  obligations  of  the  Greek  state  towards  private  Bulgarian 
citizens. 

On  the  17th  July  a  Conference  of  Experts  on  the  Hoover  Plan 
began  its  session  in  London,  and  both  Greece  and  Bulgaria  sent 
representatives  to  London  to  explain  their  respective  cases.1  The 
experts,  however,  refrained  from  expressing  an  opinion  on  the 
question  whether  the  Greek  Government  were  or  were  not  justified 
in  suspending  payment  of  the  Kaphandaris-Molov  instalment  in 
view  of  the  suspension  of  Bulgarian  Reparation  payments,  and  they 
merely  advised  Greece  and  Bulgaria  to  come  to  an  understanding  on 
the  matter  themselves.  On  the  11th  August,  when  the  session  of  the 
committee  of  experts  terminated,  the  Greek  representative  signed 
a  protocol  accepting  the  Hoover  Plan  in  so  far  as  German  Reparations 
were  concerned  but  reserving  acceptance  of  the  suspension  of  Bul¬ 
garian  Reparation  payments  until  the  question  of  the  Kaphandaris- 
Molov  payments  had  been  settled.2 

1  The  Greek  view  was  expounded  to  the  experts,  in  the  first  place,  by  Mon¬ 
sieur  Venizelos,  who  happened  to  be  in  England  when  the  Conference  opened. 

2  Similarly,  Greek  acceptance  of  the  suspension  of  Hungarian  Reparation 
payments  was  reserved  until  a  settlement  had  been  reached  on  a  question 
relating  to  compensation  from  Hungary  for  damage  done  to  Greek  nationals 
during  the  period  of  Greek  neutrality.  Two  protocols  applying  the  moratorium 
proposals  to  the  respective  Reparation  obligations  of  Bulgaria  and  Hungary 
were  signed  in  London  on  the  22nd  January,  1932. 
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Bulgaria,  meanwhile,  had  formally  protested  to  the  Greek  Govern¬ 
ment  against  the  omission  of  the  latter  to  pay  the  instalment  due  on 
the  1st  August  and  had  announced  her  intention  of  bringing  the 
matter  before  the  League  Council.  This  step  was  duly  taken,  and 
the  hearing  of  the  Graeco -Bulgarian  dispute  by  the  Council  took 
place  on  the  7th  September,  1931.  It  was  preceded  by  a  fresh  attempt 
at  mediation  on  the  part  of  Signor  Grandi  and  Tevfik  Riistii  Beg 
(who,  like  the  Prime  Ministers  and  Foreign  Ministers  of  Greece  and 
of  Bulgaria,  were  present  at  Geneva  at  the  beginning  of  September 
in  order  to  attend  the  meetings  of  the  League  Assembly  and  of  the 
Commission  for  European  Union).  Mediation,  however,  again 
proved  unavailing,  as  did  a  direct  meeting  between  Monsieur 
Venizelos  and  Monsieur  Malinov,  and  the  dispute  therefore  came 
before  the  Council.  The  debate,  which  practically  resolved  itself 
into  a  controversy  between  the  representatives  of  Greece  and  Bulgaria 
as  to  which  of  the  two  states  had  been  the  greater  loser  in  consequence 
of  the  War  and  of  the  economic  crisis,  was  finally  adjourned,  and  the 
French  representative  on  the  Council,1  who  was  appointed  rapporteur 
on  the  question,  undertook  to  endeavour  to  find  a  formula  in  co¬ 
operation  with  the  parties  to  the  dispute.  On  the  19th  September 
the  Council  adopted  a  report  by  the  French  representative,  together 
with  a  resolution  in  which  the  Council  recommended  the  two  Govern¬ 
ments  to  come  to  an  understanding,  pending  which  each  side  should 
pay  the  service  of  its  respective  debt;  and  asked  the  Permanent 
Court  of  International  Justice  to  examine  whether  there  was  a  legal 
difference  between  Greece  and  Bulgaria  in  the  sense  of  Article  8  of 
the  Kaphandaris-Molov  agreement,2  and  if  so  to  give  an  advisory 
opinion  on  the  nature  of  the  obligations  arising  from  the  agree¬ 
ment. 

This  resolution  of  the  Council  was  hailed  in  Greece  as  a  victory 
for  the  Greek  point  of  view  that  payments  under  the  Kaphandaris- 
Molov  Agreement  and  payments  on  Reparation  account  were  of  the 
same  nature  and  therefore  interdependent.  The  Bulgarian  Govern¬ 
ment  did  not  admit  that  the  case  had  gone  against  them,  but  they 
appear  to  have  recognized  that  there  was  nothing  to  be  gained  by 
further  attempts  to  impede  a  settlement.  The  direct  negotiations 
recommended  by  the  Council  were  opened  in  Athens  before  the  end 
of  September,  and  the  negotiators  found  less  difficulty  than  had  been 

1  Monsieur  Flandin  fulfilled  this  function  after  Monsieur  Briand  left  Geneva 
on  the  16th  September. 

2  Article  8  provided  that  ‘any  differences  as  to  the  interpretation  of  this 
agreement  shall  be  settled  by  the  Council  of  the  League  of  Nations,  which 
shall  decide  by  majority  vote’. 
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anticipated  in  agreeing  on  a  compromise.  By  an  agreement1  signed 
on  the  11th  November  the  payments  under  the  Kaphandaris-Molov 
Agreement  and  those  on  Reparation  account  which  fell  due  during 
the  first  half  of  the  ‘Hoover  Year’  were  to  be  suspended ;  but  Greece 
was  to  pay  the  instalments  for  the  second  half  of  the  year  in  return 
for  the  payment  by  Bulgaria  of  an  equivalent  sum  on  Reparation 
account.  Since  the  amount  due  from  Bulgaria  for  Reparations  con¬ 
siderably  exceeded  the  amount  due  from  Greece  under  the  Kaphan¬ 
daris-Molov  agreement,2  Greece  stood  to  gain  less  than  Bulgaria, 
from  a  financial  point  of  view,  from  this  method  of  cancelling  out 
obligations ;  but  Greece  could  claim  to  have  won  on  the  question  of 
principle,  and,  what  was  still  more  important  from  her  point  of  view, 
it  seemed  probable  that  the  agreement  of  the  11th  November  would 
prove  to  be  the  first  stage  in  a  general  settlement.  In  the  latter 
part  of  November  an  exchange  of  views  took  place  on  the  possibility 
of  opening  simultaneous  negotiations  for  the  conclusion  of  a  com¬ 
mercial  agreement  and  for  the  settlement  of  financial  disputes.3 
There  was  a  difference  of  opinion  as  to  whether  these  negotiations 
should  take  place  in  Athens  or  in  Sofia,  and,  before  this  question  had 
been  settled,  the  Greek  Chamber  passed  a  bill  greatly  increasing  the 
maximum  customs  tariff  on  goods  coming  from  countries  with  which 
Greece  had  no  commercial  convention.  The  Greek  Government 
denied  that  this  measure  was  directed  specially  against  Bulgaria, 
but  they  refused  to  modify  the  provisions  in  her  favour  pending  the 
conclusion  of  a  treaty.  In  spite  of  the  resentment  which  this  piece 
of  legislation  aroused  in  Bulgaria,  it  did  not  fail  to  attain  its  object 
of  bringing  home  to  the  Bulgarian  Government  and  people — whose 
economic  position  was  not  such  that  they  could  afford  the  luxury  of 
a  tariff  war  with  one  of  their  best  customers — the  desirability  of  a 

1  The  text  was  published  in  the  Messager  d’Athenes  of  the  13th  November, 
1931. 

2  The  sums  involved,  for  the  full  year,  were  about  £400,000  due  from 
Bulgaria  to  Greece,  and  about  £190,000  due  from  Greece  to  Bulgaria. 

3  The  Greek  Foreign  Minister  was  said  to  have  stipulated  that  any  sums 
which  Greece  might  be  found  to  owe  to  Bulgaria,  as  a  result  of  this  final  settling- 
up,  should  be  deducted  from  Bulgaria’s  Reparation  debt,  but  that  Bulgaria 
should  agree  in  advance  to  facilitate  the  payment  of  any  sums  which  she  might 
be  found  to  owe  to  Greece.  The  financial  position  of  Greece  was  exceptionally 
difficult  at  this  time  (see  the  present  volume.  Part  I,  section  (ii)  (c),  p.  236,  but 
the  situation  of  Bulgarian  finances  was  also  highly  precarious,  and  it  was 
improbable  that  Bulgaria  would  be  willing  or  able  to  carry  out  this  condition, 
even  if  she  agreed  to  it  in  advance.  On  the  8th  January,  1932,  Monsieur 
Musanov  stated  publicly  that  Bulgaria  would  be  unable  to  meet  her  engage¬ 
ments  unless  assistance  were  forthcoming  from  abroad ;  and  within  a  fortnight 
an  appeal  for  such  assistance  was  receiving  the  attention  of  the  Financial 
Committee  of  the  League  of  Nations. 
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comprehensive  settlement  with  Greece.  At  the  end  of  December  it 
was  announced  that  Bulgaria  was  prepared  to  negotiate  for  a  settle¬ 
ment  en  bloc  of  all  the  questions  at  issue  and  that  she  had  agreed  that 
the  negotiations  should  take  place  in  Athens.  Further  discussions 
on  procedure  followed,  but  the  actual  negotiations  had  not  begun 
by  the  9th  March,  1932,  when  the  Permanent  Court  of  International 
Justice  gave  its  advisory  opinion  on  the  question  which  had  been 
referred  to  it  by  the  League  Council  on  the  19th  September,  1931.1 
By  eight  votes  to  six  the  Court  decided  that  there  did  not  exist 
a  legal  difference  between  Greece  and  Bulgaria  in  the  sense  of 
Article  S  of  the  Kaphandaris-Molov  Agreement.  The  answer  to  this 
part  of  the  Council’s  question  being  in  the  negative,  the  Court  did 
not  proceed  to  give  an  opinion  on  the  nature  of  the  obligations 
arising  from  the  agreement.  Thus  Bulgaria’s  hopes  of  an  interpreta¬ 
tion  of  the  Kaphandaris-Molov  Agreement  which  would  have  sup¬ 
ported  her  case  were  doomed  to  disappointment.  In  the  middle  of 
April  it  was  once  more  announced,  on  the  Bulgarian  side,  that 
negotiations  would  shortly  be  opened  with  Greece  for  the  settlement 
of  all  financial  and  economic  differences,  including  the  dispute  over 
the  Kaphandaris-Molov  Agreement. 

From  the  above  review  of  Bulgaria’s  relations  with  her  neighbours 
during  the  year  1931,  it  may  be  deduced  that  the  change  of  Govern¬ 
ment  which  took  place  at  Sofia  at  the  end  of  June  resulted  in  a  re¬ 
inforcement  of  the  influences  which  were  already  working  for  concilia¬ 
tion  and  moderation  in  the  conduct  of  Bulgaria’s  foreign  policy. 
Whether  the  members  of  the  new  Government  were  possessed  of 
greater  statesmanship  than  their  predecessors  as  well  as  of  a  greater 
majority  in  Parliament,  or  whether  it  was  simply  that  hard  economic 
facts  had  by  that  time  assumed  proportions  which  it  was  impossible 
to  ignore,  the  behaviour  of  Bulgaria  during  the  second  half  of  1931 
appeared  to  be  dictated  by  a  genuine  desire  to  conciliate  her  neigh¬ 
bours  and  to  establish  normal  relations  with  them  in  the  political 
and  economic  fields.  It  remained  to  be  seen  how  far  this  increased 
display  of  goodwill  on  the  part  of  the  Government  was  merely  a 
temporary  yielding  to  economic  force  majeure,  and  how  far  it  reflected 
a  change  in  the  feelings  of  the  Bulgarian  people  towards  their  neigh¬ 
bours,  similar  to  that  which  had  taken  place  in  Greece  and  Turkey  and 
which  had  revolutionized  the  relations  between  those  two  countries  in 
a  surprisingly  short  period  of  time.  Such  a  change  of  heart,  in  the 
other  countries  concerned  as  well  as  in  Bulgaria,  could  alone  provide 
a  lasting  basis  for  peaceful  co-operation  among  the  Balkan  nations. 

1  See  p.  351,  above. 
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(iii)  Cyprus,  the  British  Empire  and  Greece. 

In  the  year  1931  the  island  of  Cyprus,  which  in  political  status  was 
at  that  time  a  British  colony,  became  the  scene  of  political  disturb¬ 
ances  which  drew  attention  to  the  changes  that  had  taken  place  in 
the  status  of  the  island  during  the  preceding  half-century. 

These  disturbances  broke  out  among  the  Greek  inhabitants,  who 
constituted  approximately  four-fifths  of  a  total  population  which  at 
that  time  stood  at  a  figure  of  rather  more  than  350,000  souls.  Greek 
had  been  the  predominant  language  in  Cyprus  since  the  latter  part 
of  the  second  millennium  b.c.,  when  it  had  been  introduced  by  an 
influx  of  Greek  immigrants  from  the  Aegean ;  and  from  that  time 
onwards  Cyprus  had  shared  the  general  fortunes  of  the  Greek¬ 
speaking  world.  In  the  ‘classical’  age  of  Ancient  Greek  history, 
Cyprus,  like  other  parts  of  the  Greek  world,  was  parcelled  out  among 
a  number  of  sovereign  independent  city-states.1  Like  other  Greek 
lands,  Cyprus  eventually  became  a  province  of  the  Roman  Empire ; 
and  in  the  Middle  Ages,  like  other  Greek  lands  again,  Cyprus  was 
successively  seized  by  the  Crusaders,  acquired  from  the  Crusaders 
by  the  Venetians,  and  conquered  from  the  Venetians  by  the  Ottoman 
Turks.  The  Ottoman  conquest  of  Cyprus  took  place  in  a.d.  1570; 
and  the  Turkish  garrison  which  was  introduced  into  the  island  then 
and  thereafter  accounted  for  almost  the  whole  of  the  non-Greek 
fifth  of  the  population  as  it  stood  in  the  year  1931,  when  the  popula¬ 
tion  of  Cyprus  was  approximately  four-fifths  Greek  and  one -fifth 
Turkish,  the  other  elements  represented  being  almost  negligible. 

The  Ottoman  phase  in  the  history  of  Cyprus  immediately  preceded 
the  British  phase ;  and  this  social  heritage  of  membership  in  the 
Ottoman  Empire  was  shared  by  the  people  of  Cyprus  not  only  with 
inhabitants  of  other  Greek  lands  but  with  a  much  wider  circle  of 
peoples  and  countries  ranging  from  Serbia  to  the  Yaman  and  from 
Algeria  to  'Iraq.  In  this  connexion  it  may  be  noted  that,  by  the  year 
1931,  the  long-drawn-out  process  of  the  break-up  of  the  Ottoman 
Empire  had  reached  its  conclusion,  and  that  the  ex-Ottoman  terri¬ 
tories  and  peoples  had  all  passed  out  of  the  hands  of  the  Ottoman 
Padishah,  the  Sultan-Caliph,2  into  one  or  other  of  two  alternative 

1  The  city-state  was  not,  of  course,  an  exclusively  Greek  institution.  The 
Ancient  Greek  city-states  had  their  Syrian  contemporaries  and  their  Sumerian 
predecessors.  The  Greek  city-states  in  Cyprus,  like  the  Greek  and  Syrian 
city-states  on  the  Asiatic  mainland,  alternated  between  independence  and 
subjection  to  the  suzerainty  of  neighbouring  Oriental  empires. 

2  The  Sultanate-Caliphate  itself  had  ceased  to  exist.  The  Sultanate  had  been 
abolished  by  Ghazi  Mustafa  Kemal  and  his  companions  in  1922,  the  Caliphate 
in  1924  (see  the  Survey  for  1925,  vol.  i,  Part  I,  section  (iii)). 
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regimes.  The  majority  had  re-organized  themselves  into  sovereign 
independent  national  states  on  the  Western  pattern ;  a  minority  had 
passed  from  the  dominion  of  the  'Osmanlls  into  the  dominion  of 
other  alien  Powers.  The  independent  successor  states  of  the  Ottoman 
Empire  included  the  ‘Balkan  States’,  namely  Greece,  Albania, 
Bulgaria,  Jugoslavia,  Rumania ;  the  Turkish  Republic ;  and  two 
fully  independent  Arab  states,  namely  the  Najd-Hijaz  andthe  Yaman. 
In  1931,  the  catalogue  of  fully  independent  Arab  states  of  Ottoman 
antecedents  seemed  likely  to  be  enlarged,  in  the  near  future,  by  the 
addition  of  'Iraq  and  Egypt,  and,  at  some  later  date,  by  the  further 
addition  of  the  Lebanon  and  Syria.  There  remained  a  small  minority 
of  ex-Ottoman  territories  under  French  Italian  and  British  rule 
for  which,  in  1931,  the  national  independence  attained  by  the 
Ottoman  successor  states  was  not  in  prospect.  These  territories 
included  Algeria,  which  was  a  French  possession,  and  Tunisia,  which 
was  a  French  protectorate ;  Libya  and  the  Dodecanese,  which  were 
Italian  possessions ;  Palestine,  which  was  a  British  mandated  terri¬ 
tory,  and  Cyprus,  which  was  a  British  possession.  In  studying  the 
‘post-war’  histories  of  any  of  these  countries  in  their  international 
bearings,  their  exceptional  situation  has  to  be  borne  in  mind.  They 
were  patches  of  territory  which  had  exchanged  Ottoman  rule  for 
Frankish  rule  in  the  midst  of  far  larger  and  more  important  territories 
which  had  exchanged  Ottoman  rule  for  national  independence.  It  is 
only  in  the  light  of  this  fact  that  their  ‘post-war’  histories  can  be 
understood. 

It  may  be  convenient  to  recall,  briefly,  the  stages  by  which  the 
transfer  of  Cyprus  from  Ottoman  to  British  rule  had  been  accom¬ 
plished. 

The  first  stage  was  the  signature  at  Constantinople,  on  the  4th 
June,  1878,  of  a  ‘Convention  of  Defensive  Alliance  between  Great 
Britain  and  Turkey  with  respect  to  the  Asiatic  Provinces  of 
Turkey’  (commonly  called  the  Cyprus  Convention)  in  the  following 
terms : 

Article  I.  If  Batum,  Ardahan,  Qars  or  any  of  them  shall  be  retained 
by  Russia,  and  if  any  attempt  shall  be  made  at  any  future  time  by  Russia 
to  take  possession  of  further  territories  of  H.I.M.  the  Sultan  in  Asia  as 
fixed  by  the  Definitive  Treaty  of  Peace,  England  engages  to  join  H  J.M. 
the  Sultan  in  defending  them  by  force  of  arms. 

In  return,  H.I.M.  the  Sultan  promises  to  England  to  introduce  neces¬ 
sary  reforms,  to  be  agreed  upon  later  between  the  two  Powers,  into  the 
Government  and  for  the  protection  of  the  Christian  and  other  subjects 
of  the  Porte  in  those  territories.  And  in  order  to  enable  England  to  make 
necessary  provision  for  executing  her  engagements,  H.I.M.  the  Sultan 
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further  consents  to  assign  the  Island  of  Cyprus  to  be  occupied  and 
administered  by  England.1 

This  instrument  was  signed  during  the  interval  between  the  signature, 
on  the  3rd  March,  1878,  of  the  Russo-Turkish  Peace  Treaty  of  San 
Stefano  and  the  opening,  on  the  13th  June,  1878,  of  the  Berlin 
Conference  in  which  the  Concert  of  Europe,  on  British  initiative, 
revised  the  Russian  peace-terms  in  Turkey’s  favour  and  replaced  the 
Treaty  of  San  Stefano  by  the  Treaty  of  Berlin.  During  this  interval 
between  war  and  peace,  the  Cyprus  Convention  was  imposed  by  the 
British  Government  upon  the  Ottoman  Government  through  a  secret 
telegraphic  ultimatum,  in  which  the  Sultan  was  given  forty -eight 
hours  to  make  up  his  mind.  The  text  of  this  telegram,  which  Lord 
Salisbury  dispatched  to  the  British  Ambassador  at  Constantinople, 
Mr.  Layard,  on  the  23rd  May,  1878,  ran  as  follows:2 

Propose  most  secretly  to  Sultan  following  defensive  alliance,  to  secure 
his  territory  for  the  future  in  Asia : 

[A  recital  of  the  terms  thereafter  embodied  in  the  Cyprus  Convention, 
as  cited  above,  and  in  the  Annex  of  the  1st  July,  1878,  mentioned  below, 
here  follows.] 

Press  an  immediate  acceptance  of  these  terms  with  all  energy  in  your 
power.  Point  out  that  this  arrangement  makes  safe  Asiatic  Turkey,  the 
field  from  which  the  Sultan’s  army  is  supplied  with  men,  and  that  it 
must  be  accepted  at  once  if  Sultan  wishes  to  retain  the  goodwill  of 
England.  The  present  opportunity,  if  neglected,  will  never  recur.  We 
are  on  the  point  of  an  arrangement  by  which  Russian  army  will  be  with¬ 
drawn  from  Constantinople,  and  the  autonomous  Bulgarian  Principality 
will  either  be  limited  to  north  of  the  Balkans  or  got  rid  of  altogether.  If 
the  Sultan  does  not  consent  to  the  above  arrangement,  these  negotiations 
will  be  broken  off  at  once,  and  the  capture  of  Constantinople,  and  the 
partition  of  the  Empire,  will  be  the  immediate  result.  Nothing  has  saved 
the  Sultan  from  this  extremity,  for  which  not  only  Russia,  but  other 
Powers,  wished,  except  the  friendship  of  England;  but  England  will 
desist  from  all  further  efforts  unless  Sultan  agrees  to  allow  her  to  protect 
his  Asiatic  Empire  by  an  alliance  on  these  terms.  Make  Sultan  under¬ 
stand  that  you  must  have  written  engagement  as  above  not  later  than 
Sunday  evening,  and  that  the  most  absolute  secrecy  must  be  observed. 

This  ultimatum  was  duly  accepted  by  the  Ottoman  Government  on 
the  25th  May,  1878;  the  Cyprus  Convention,  in  the  terms  quoted 
above,  was  signed  on  the  4th  June ;  and  an  annex  to  it  was  signed  on 

1  The  text  is  taken  from  the  Foreign  Office  Handbook  on  Cyprus  (London, 
1920,  H.M.  Stationery  Office),  p.  67. 

2  The  text  was  made  public  for  the  first  time  in  a  posthumously  published 
collection  of  papers  by  Sir  James  Headlam-Morley,  late  Historical  Adviser 
to  the  Foreign  Office:  Studies  in  Diplomatic  History  (London,  1930,  Methuen), 
chap,  vii ;  ‘  The  Acquisition  of  Cyprus  in  1878  ’. 
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the  1st  July.  In  this  annex  the  two  most  important  terms  were  the 
following  i1 

That  England  shall  pay  to  the  Porte  whatever  is  the  present  excess 
of  revenue  over  expenditure  in  the  Island,  the  excess  to  be  calculated 
upon  and  determined  by  the  average  of  the  last  five  years. 

That  if  Russia  restores  to  Turkey  Qars  and  the  other  conquests  made 
by  her  in  Armenia  during  the  last  war,  the  island  of  Cyprus  will  be 
evacuated  by  England  and  the  Convention  of  the  4th  June,  1878,  will 
be  at  an  end. 

On  the  7th  July,  1878,  just  a  week  before  the  Berlin  Congress  com¬ 
pleted  its  work  by  the  signature  of  the  Berlin  Treaty  on  the  13th 
July,  Lord  Salisbury  communicated  the  text  of  the  Cyprus  Conven¬ 
tion  to  the  French  Government. 

‘The  disclosure  created  in  France  alarm  and  resentment,  and  also 
a  feeling  that  Great  Britain  had  not  acted  straightforwardly.’2  On 
the  following  day,  ‘the  8th  July,  a  British  squadron,  under  the  com¬ 
mand  of  Lord  John  Hay,  appeared  before  Larnaca ;  and  on  the  11th 
July  the  administration  of  the  island  was  formally  taken  over  from 
the  Turkish  authority’.3 

The  new  regime  which  was  thus  inaugurated  in  Cyprus  was 
avowedly  provisional  and  contingent ;  yet  on  this  precarious  basis 
it  lasted  de  facto  for  more  than  forty-six  years,  from  the  British 
occupation  on  the  8th  July,  1878,  down  to  the  outbreak  of  war 
between  the  Ottoman  and  British  Empires  on  the  5th  November, 
1914.  Thereat,  the  Cyprus  Convention  lapsed  according  to  a  doctrine 
of  international  law  which  rules  that  bilateral  agreements  are  ex¬ 
tinguished  by  an  outbreak  of  war  between  the  two  parties ;  and  in 
Cyprus,  as  in  Egypt,  the  British  Government  found  themselves  in  an 
anomalous  position.  They  were  in  friendly  occupation  of  territory 
which,  juridically,  was  under  the  sovereignty  of  an  enemy  state  ;  and 
they  were  in  political  control  of  a  population  who,  juridically,  were 
enemy  subjects.  In  both  instances,  the  British  Government  cut  the 
Gordian  knot.  They  severed  the  political  connexion  of  both  Cyprus 
and  Egypt  with  the  Ottoman  Empire  by  unilateral  action.  But, 
whereas  they  were  content  to  declare  a  British  protectorate  over 
Egypt  on  the  18th  December,  1914,  they  annexed  Cyprus  to  the 
dominions  of  His  Britannic  Majesty  by  an  Order  in  Council  of  the 
5th  November,  1914  ;4  and  thereafter  the  respective  British  policies 

1  The  full  text  will  be  found  in  the  Foreign  Office  Handbook  on  Cyprus, 
pp.  67-8. 

2  The  Cambridge  History  of  British  Foreign  Policy,  1783—1919  (Cambridge, 

1923,  University  Press),  vol.  iii,  p.  136.  3  Headlam-Morley,  op.  cit.,  p.  202. 

4  Text  in  the  Foreign  Office  Handbook  on  Cyprus,  pp.  68-9. 
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towards  Egypt  and  towards  Cyprus  continued  to  diverge.1  The 
British  protectorate  over  Egypt  was  renounced  by  the  British 
Government  in  a  unilateral  declaration  of  the  28th  February,  1922 
and  from  that  date  onwards  the  British  Government  made  repeated 
attempts — recorded  in  previous  volumes  of  this  Survey 3 — to  replace 
the  unilateral  declaration  of  1922  by  a  freely  negotiated  and  compre¬ 
hensive  Anglo -Egyptian  treaty:  attempts  which  resulted  in  a  gradual 
approximation  of  the  British  and  Egyptian  points  of  view,  though 
complete  agreement  had  not  yet  been  attained  at  the  time  of  writing . 
Meanwhile,  British  policy  towards  Cyprus  was  more  variable.  There 
was  a  moment  when  the  British  Government  were  willing  to  relinquish 
possession  of  Cyprus  completely ;  but  this  was  followed  by  a  long 
period  during  which  the  authorities  in  Whitehall  declined  to  consider 
this  eventuality  altogether. 

The  British  Government’s  offer  to  relinquish  possession  of  Cyprus 
completely  was  conveyed  in  a  telegram  dated  the  16th  October, 
1915,  from  the  British  Secretary  of  State  for  Foreign  Affairs,  Sir 
Edward  Grey  (afterwards  Lord  Grey  of  Fallodon),  to  the  British 
Minister  at  Athens,  Sir  Francis  Elliot.  This  telegram  concluded  as 
follows : 4 

Now  that  Serbia  has  been  attacked  by  Bulgaria,  if  Greece  is  willing 
to  come  to  her  aid  His  Majesty’s  Government  is  ready  to  cede  to  Greece 
the  island  of  Cyprus. 

If  Greece  joins  the  Allies  for  all  purposes,  she  will  naturally  participate 
in  the  advantages  secured  at  the  end  of  the  war,  but  the  offer  of  Cyprus 

1  An  apologist  for  this  differentiation  in  British  policy  towards  Egypt  and 
towards  Cyprus  might  plead  that  the  two  cases  were  not  altogether  parallel, 
in  spite  of  the  fact  that  both  countries  were  ex- Ottoman  territories  which  had 
come  under  British  occupation  at  approximately  the  same  time  (Cyprus  in 
1878,  Egypt  in  1882).  Whereas  Cyprus  had  been  under  the  direct  administra¬ 
tion  of  the  Porte  until  the  moment  of  the  British  occupation,  Egypt  had 
already  been  autonomous  under  the  viceroyalty  of  Mekmed  'Ah  and  his 
descendants  de  jure  since  1841  and  de  facto  since  Mehmed  'Ah’s  appointment 
to  the  Pashalyq  in  1805  or  indeed  since  the  previous  local  domination  of  the 
Mamluks,  whose  power  in  Egypt  had  survived  the  Ottoman  conquest,  and  had 
revived  as  the  Ottoman  Power  had  decayed.  On  the  other  hand,  a  cynic,  seek¬ 
ing  to  explain  the  aforementioned  differentiation  in  British  pohcy  since  1914, 
would  be  inclined  to  attach  less  importance  to  the  differences  between  the  local 
historical  antecedents  and  more  importance  to  the  fact  that  the  280,000  Greek 
Cypriots  were  manifestly  more  amenable,  in  the  last  resort,  than  the  twelve 
or  fifteen  million  Egyptians  to  coercion  by  British  force  majeure — and  particu¬ 
larly  to  coercion  by  British  sea-power. 

2  See  the  History  of  the  Peace  Conference  of  Paris,  vol.  vi,  pp.  203—4. 

3  See  the  Survey  for  1925,  vol.  i,  Part  III,  section  (i) ;  the  Survey  for  1928, 
Part  III  B,  section  (i) ;  the  Survey  for  1930,  Part  III,  section  (ii). 

4  This  quotation  is  taken  from  S.P.P.  Cosmetatos,  The  Tragedy  of  Greece, 
English  translation  (London,  1928,  Kegan  Paul),  pp.  70-1,  where  the  full  text 
will  be  found. 
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is  made  by  His  Majesty’s  Government  independently  of  this  considera¬ 
tion,  and  on  the  sole  condition  that  Greece  gives  Serbia  her  immediate 
and  complete  support  with  her  army. 

Time  is  pressing  and  you  will  ask  M.  Zaimis  to  give  you  his  reply  with¬ 
out  delay. 

The  situation  at  the  moment  was  that  the  German  General  Mackensen, 
after  having  broken  through  the  Russian  front  in  Galicia  and  com¬ 
pelled  the  Russian  armies  to  make  their  great  retreat,  was  leading  a 
combined  German  and  Austrian  army  against  Serbia  in  order  to 
complete  the  discomfiture  of  the  Entente  in  the  land-war  in  the  east. 
Simultaneously,  Bulgaria  had  entered  the  War  on  the  side  of  the 
Central  Powers.  This  raised  the  question  of  a  treaty,  concluded  after 
the  Balkan  Wars  between  Serbia  and  Greece,  in  which  the  contracting 
parties  had  undertaken  to  come  to  one  another’s  military  assistance 
in  certain  contingencies.  In  October  1915,  Serbia  and  her  allies  were 
representing  to  Greece  that  her  treaty  obligations  were  now  engaged, 
while  King  Constantine’s  Government  at  Athens  were  contending 
that  the  contingencies  contemplated  in  the  treaty  were  not  those 
which  had  actually  arisen.  Sir  Edward  Grey’s  offer  of  Cyprus  was 
made  in  the  hope  of  inducing  the  Greek  Government  to  interpret  the 
Graeco -Serbian  Treaty  in  accordance  with  the  Entente  Powers’ 
desire.  King  Constantine’s  Government,  however,  were  unwilling 
to  fulfil  the  condition  attached  to  the  British  Government’s  offer  by 
entering  the  War  forthwith  on  the  side  of  the  Entente ;  and  accord¬ 
ingly  the  British  offer  of  Cyprus  to  Greece  lapsed,  although,  at  a  later 
stage  of  the  War,  Greece  did  intervene  on  the  side  of  the  Entente 
under  Monsieur  Venizelos’s  leadership. 

Meanwhile,  Cyprus  remained  in  British  hands ;  and  the  unilateral 
Cyprus  (Annexation)  Order  in  Council  of  the  5th  November,  1914, 
was  eventually  confirmed  by  the  coming  into  force  on  the  6th  August, 

1924,  of  the  Peace  Treaty  of  Lausanne,  in  which  the  sovereignty  over 
Cyprus  was  formally  transferred  to  Great  Britain  by  the  previous 
sovereign,  Turkey.1  Thereafter  Cyprus  was  given  the  official  status 
of  a  British  Colony  in  Royal  Letters  Patent,  dated  the  10th  March, 

1925,  which  were  read  and  proclaimed  at  Nicosia  on  the  1st  May  of 
that  year.  Therewith,  Cyprus  became  in  law  an  integral  part  of  the 
British  Empire. 

The  island,  however,  was  not,  even  now,  at  the  British  Govern¬ 
ment’s  entire  disposal;  for  British  diplomacy  had  given  a  new  lien 
over  Cyprus  to  Erance  before  it  had  succeeded  in  getting  rid  of  the 

1  Peace  Treaty  of  Lausanne,  Art.  20:  ‘Turkey  hereby  recognizes  the 
annexation  of  Cyprus  j>roclaimed  by  the  British  Government  on  the  5th 
November,  1914.’ 
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old  lien  held  by  Turkey.  After  the  lapse  of  Sir  Edward  Grey’s  offer 
of  Cyprus  to  Greece  in  the  autumn  of  1915,  Great  Britain  had  given 
France  a  veto  over  the  disposal  of  Cyprus  in  the  secret  Anglo-French 
agreement  for  the  partition  of  Ottoman  territories  in  the  Middle 
East  (the  so-called  ‘Sykes-Picot  Agreement’)  which  was  concluded 
in  the  early  summer  of  1916.  The  ‘  Sykes-Picot  Agreement  ’  was  never 
officially  confirmed  in  public  ;  but  the  majority  of  its  provisions  were 
eventually  reproduced  in  public  instruments  forming  part  of  the 
peace  settlement ;  and  the  provision  concerning  Cyprus  duly  re¬ 
appeared  as  Article  4  of  a  ‘Franco-British  Convention  of  the  23rd 
December,  1920,  on  certain  points  connected  with  the  Mandates  for 
Syria  and  the  Lebanon,  Palestine  and  Mesopotamia’,1  to  the  follow¬ 
ing  effect : 

In  virtue  of  the  geographic  and  strategic  position  of  the  island  of 
Cyprus,  off  the  Gulf  of  Alexandretta,  the  British  Government  agrees  not 
to  open  any  negotiations  for  the  cession  or  alienation  of  the  said  island 
of  Cyprus  without  the  previous  consent  of  the  French  Government. 

The  series  of  diplomatic  transactions,  just  recorded,  determined  the 
juridical  status  of  Cyprus  as  it  stood  at  the  time  when  the  disturb¬ 
ances  broke  out  among  the  Greek  inhabitants  of  the  island  in  the 
autumn  of  1931.  Juridically  Cyprus  was  then  a  British  possession 
which  the  British  Government  could  administer  as  they  chose,  but 
could  not  alienate  without  the  consent  of  a  particular  foreign  Power — 
the  Power  in  question  being  neither  Turkey  nor  Greece  but  France. 
Yet  the  inhabitants  of  Cyprus  had  become  British  subjects  in  law 
without  ceasing,  in  speech  and  sentiment,  to  be  Greeks  and  Turks ; 
and  these  Greek  and  Turkish  Cypriots’  respective  political  hopes  and 
fears  proved  to  be  psychological  factors  of  international  importance. 
The  Greek  majority  in  the  population  of  Cyprus  wanted,  and  the 
Turkish  minority  did  not  want,  to  secede  from  the  British  Empire 
and  to  become  united  with  the  ci-devant  Kingdom  and  subsequent 
Republic  of  Greece. 

These  conflicting  Greek  and  Turkish  desires  had  been  present  in 
Cypriot  minds,  as  distant  aspirations  or  anxieties,  from  an  early  date 
in  the  history  of  the  British  occupation.  There  had  been  a  decided 
expectation  that  the  British  regime,  which  in  the  terms  of  the  Cyprus 
Convention  was  avowedly  contingent  and  transitory,  would  actually 
be  a  transitional  stage  in  the  transfer  of  Cyprus  from  Turkey  to 
Greece — a  transfer  which  seemed  probable  in  the  light  of  the  general 
tendency  of  Ottoman  affairs.  In  general,  the  old  Ottoman  Empire 

1  The  text  was  published  as  a  British  Parliamentary  Paper  Cmd.  1195  of 
1921. 
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was  breaking  up  into  national  successor  states.  During  the  century 
which  ended  in  the  final  Ottoman  catastrophe  of  1911-24,  province 
after  province  had  passed  to  these  ever-growing  successor  states 
from  the  ever-dwindling  Empire ;  and  most  of  these  ex-Ottoman 
provinces  had  gravitated — in  accordance  with  the  recognized  modern 
Western  political  principles  of  national  self-determination  and 
majority  rule — to  the  respective  successor  states  with  which  the 
majority  of  the  local  population  was  nationally  affiliated.  On  these 
precedents  Cyprus,  no  less  than  Crete,  seemed  ultimately  destined 
to  become  part  of  Greece  ;  and  on  the  first  day  of  the  British  occupa¬ 
tion  in  1878,  when  Sir  Garnet  Wolseley  arrived  at  the  capital  of  the 
island,  Nicosia,  in  command  of  the  British  occupying  force,  the 
Greek  deputation  which  received  him  there,  with  the  Archbishop  at 
its  head,  declared  in  its  address  to  him  that  the  Cypriots  welcomed 
the  British  occupation  as  a  stage  towards  the  union  of  Cyprus  with 
Greece.1  So  long,  however,  as  this  prospect  remained  remote  it  did 
not  arouse  either  the  Greek  or  the  Turkish  Cypriots  to  violent  feelings 
or  violent  action.  In  Bosnia-Herzegovina,  another  Ottoman  province 
of  mixed  Christian  and  Muslim  population  which  had  been  occupied 
by  Austria-Hungary — as  an  offset  to  Russian  gains  at  Turkey’s 
expense — in  the  same  year  in  which  Cyprus  had  been  occupied  on 
the  same  grounds  by  Great  Britain,  such  feelings  were  aroused,  and 
this  with  wide  international  repercussions,  when  the  Occupying 
Power  annexed  the  occupied  territory,  by  a  unilateral  act,  upon  the 
outbreak  of  the  Turkish  Revolution  in  1908.  On  that  occasion,  the 
Power  in  occupation  of  Cyprus  had  studiously  refrained  from  follow¬ 
ing  the  Austrian  example ;  and  when  the  British  Government  did 
proclaim  the  annexation  of  Cyprus  unilaterally,  some  six  years  later, 
upon  the  outbreak  of  war  between  the  British  Empire  and  Turkey, 
this  act  did  not  arouse  violent  excitement  in  Cyprus  itself.  In  1915, 
again,  the  offer  of  Cyprus  to  Greece  produced  no  profound  psycho¬ 
logical  effect.  The  violent  feelings,  which  finally  found  vent  in  the 
violent  action  of  October  1931,  first  began  to  show  themselves  in 
Cyprus  during  the  six  years  beginning  with  the  Peace  Conference  of 
Paris  and  ending  with  the  proclamation  of  the  1st  May,  1925.  During 
these  years  it  was  becoming  increasingly  apparent  that  the  British 
Government  now  intended  the  incorporation  of  Cyprus  in  the 
British  Empire  to  be  permanent ;  and  accordingly,  in  Greek  Cypriot 
minds,  the  British  Empire  now  took  the  place  of  the  Ottoman  Empire 
as  the  obstacle  to  the  union  of  Cyprus  with  the  Greek  national  state. 

1  Article  on  ‘the  Meaning  of  Enosis’,  by  a  special  correspondent  at  Nicosia, 
published  in  The  Times,  9th  December,  1931. 
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This  local  conflict  between  British  policy  and  Greek  nationalism, 
which  thus  declared  itself  in  the  ‘post-war’  period,  has  to  be  viewed 
in  the  light  of  certain  ‘post-war’  circumstances.  There  was  the 
general  circumstance,  mentioned  above,  that  by  this  time  a  great 
majority  of  ex-Ottoman  countries  and  peoples  had  already  attained, 
or  were  patently  on  the  eve  of  attaining,  their  local  national  inde¬ 
pendence.  There  was  also  the  particular  circumstance  that  by  this 
time  every  one  of  the  conditions  on  which  Great  Britain  had  originally 
occupied  Cyprus,  under  the  Cyprus  Convention,  had  fallen  through. 
Instead  of  defending  Turkey-in-Asia  by  force  of  arms  against  further 
Russian  aggression,  Great  Britain  had  herself  invaded  Turkey-in- 
Asia,  in  alliance  with  Russia,  in  the  General  War  of  1914-18;  and 
in  1916  she  had  actually  signed  a  secret  treaty  with  Russia  and 
France  for  the  partition  of  Turkey-in-Asia  between  the  three  Powers. 
Instead  of  securing  the  protection  and  good  government  of  the 
Asiatic  Christian  subjects  of  the  Porte,  Great  Britain  had  found 
herself  impotent,  notwithstanding  her  occupation  of  Cyprus,  to 
prevent  the  annihilation  of  these  Christian  communities  by  a  process 
of  massacre  and  eviction  which  went  on  intermittently  from  1896 
to  1922.  As  for  the  undertaking,  enshrined  in  the  annex  to  the 
Cyprus  Convention,  that  Cyprus  would  be  evacuated  by  England 
and  that  the  Cyprus  Convention  would  be  at  an  end  if  Russia  re¬ 
stored  to  Turkey  the  three  Caucasian  districts  of  Qars,  Ardahan,  and 
Batum  which  had  been  conquered  in  the  War  of  1877-8,  it  is  to  be 
noted  that  the.  whole  of  this  territory  had  been  restored  to  Turkey 
temporarily  in  the  abortive  Russo-Turkish  peace  treaty  which  had 
been  signed  on  the  3rd  March,  1918,  at  Brest-Litovsk,  and  that 
thereafter  the  whole  of  it  except  the  actual  port  of  Batum  had  again 
been  restored  to  Turkey — and  this  time  definitively — in  the  Russo- 
Turkish  treaty  signed  at  Moscow  on  the  16th  March,  1921,  and  in 
the  treaty  between  Turkey  of  the  one  part  and  the  Soviet  Govern¬ 
ments  of  Georgia,  Erivan,  and  Azerbaijan  of  the  other,  which  was 
signed  at  Qars  on  the  13th  October,  1921.1  Thus,  at  an  early  stage 
in  the  ‘  post-war  ’  period,  the  conditions  on  which  Great  Britain  had 
originally  occupied  Cyprus  had  become  entirely  obsolete.  Juridically, 
as  between  Great  Britain  and  Turkey,  this  was  without  import, 
since  the  Cyprus  Convention  itself  had  lapsed  upon  the  outbreak  of 
war  between  Great  Britain  and  Turkey  on  the  5th  November,  1914, 
and  the  subsequent  annexation  of  occupied  enemy  territory  by  the 
victorious  belligerent  was  in  accord  with  the  traditions  of  inter¬ 
national  law  and  custom.  Morally,  as  between  Great  Britain  and  the 
1  For  these  two  treaties,  see  the  Survey  for  1920-3,  pp.  370-2. 
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Greek  inhabitants  of  Cyprus,  the  lapse  of  all  the  conditions  on  which 
Great  Britain  had  originally  occupied  Cyprus  was  a  point  in  the  new 
‘  post-war  ’  situation  which  impressed  itself  on  British  consciences  in 
so  far  as  the  Cyprus  question  secured  attention,  at  all,  from  British 
minds  outside  ‘official  circles’.  In  the  ‘post-war’  years,  a  Cypriot 
Greek  national  movement  in  favour  of  secession  from  the  British 
Empire  and  union  with  Greece  declared  itself  with  increasing  energy. 
The  leaders  of  this  movement  claimed  to  represent  the  opinions  and 
sentiments  and  aspirations  of  those  four-fifths  of  the  population  of 
Cyprus  who  were  Orthodox  Christians  in  religion  and  Greeks  in 
nationality ;  and  an  active  and  prominent  part  was  taken  by  the 
hierarchy  of  the  Autocephalous  Orthodox  Church  of  the  island,  who, 
in  a  community  bred  in  the  Ottoman  social  tradition,  were  the  recog¬ 
nized  leaders  of  their  flock  in  temporal  affairs  as  well  as  in  spiritual. 
The  British  Government  at  Westminster,  on  the  other  hand,  took 
the  view  that  the  people  of  Cyprus — Greeks  and  Turks  alike — were 
unripe  for  self-government  d  and  the  British  authorities  in  Cyprus 
held  that  the  Cypriot  Greek  national  movement,  while  general  and 
genuine  among  the  urban  minority  of  the  Cypriot  Greek  population, 
was  neither  spontaneous  nor  deep-rooted  among  the  peasantry. 
The  history  of  this  national  movement  was  sketched  as  follows,  in 
retrospect,  on  the  morrow  of  the  outbreak  of  October  1931,  by  the 
British  Governor  of  Cyprus  at  the  time,  Sir  Ronald  Storrs : 

In  the  towns  the  movement  had  in  the  process  of  time  continued  to 
make  headway.  Fresh  generations  of  youth  sedulously  indoctrinated 
with  disloyalty  had  been  launched  by  the  secondary  schools  (in  Cyprus 
non-governmental)  on  all  the  professions ;  and,  outside  the  Government 
service  and  the  realm  of  Government  influence  and  activity,  every 
branch  of  public  life  in  the  Orthodox  community  was  in  some  way  allied 
to  the  cause  of  union.  Athletic  and  social  clubs  in  particular  were  identi¬ 
fied  with  the  movement.  .  .  .1 2 

During  the  two  years  immediately  preceding  the  outbreak, 

many  .  .  .  speeches  were  dehvered  in  villages  whither  the  leaders  had 
carried  the  campaign  with  determination,  not  only  for  electioneering 
purposes,  but  in  order  to  prepare  an  atmosphere  contradictory  to  the 

1  It  may  be  noted  that  the  same  British  Government,  during  the  same 
period,  took  the  opposite  view  about  the  people  of  'Iraq — another  ex-Ottoman 
territory  under  British  tutelage  in  which  the  majority  of  the  population  was 
still  in  the  feudal  or  even  in  the  tribal  state  of  society.  For  the  history  of 
the  British  policy  in  'Iraq,  see  the  History  of  the  Peace  Conference  of  Paris, 
vol.  vi,  Part  III  C ;  the  Survey  for  1925,  vol.  i,  Part  III,  section  (x) ;  the  Survey 
for  1928,  Part  III  B,  section  (x) ;  the  Survey  for  1930,  Part  III,  section  (vi). 

2  Dispatch,  dated  the  11th  February,  1932,  from  the  Governor  of  Cyprus  to 
the  Secretary  of  State  for  the  Colonies,  printed  in  the  British  Parliamentary 
Paper,  Cmcl.  4045  of  1932.  (The  passage  here  quoted  will  be  found  on  p.  5.) 
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criticism  that  adherence  to  their  cause  was  restricted  to  town-bred 
advocates,  priests,  and  schoolmasters.  In  1930  (a  year  of  elections) 
reports  of  555  political  speeches  delivered  in  villages  were  recei\  ed  from 
the  police,  and  246  in  1931  before  the  17th  October.  Numerous  speeches 
also  were  made  in  village  churches,  and  there  were  others  of  which,  for 
various  reasons,  no  record  was  obtained.  Among  the  peasantry  the 
campaign  of  misrepresentation  and  abuse  of  Government  had  been 
favoured  by  the  deterioration  of  economic  conditions  and  by  rustic 
ignorance.  Dislocation  of  markets  in  the  trade  depression  might  have 
shaken  the  apathy  of  the  villagers  towards  agitation,  but  their  confidence 
in  the  established  order  was  deep-rooted ;  they  would  take  no  initiative 
in  opposing  the  Government,  and,  if  any  consequence  was  to  follow  from 
the  flow  of  rhetoric,  would  look  for  it  to  the  towns  whence  the  lead  should 
come.1 

Notwithstanding  the  (perhaps  inevitably)  hostile  language  in 
which  this  British  official  account  of  the  Greek  Cypriot  national 
movement  is  couched,  it  is  evident  that  the  British  authorities  in 
Cyprus  did  not  subscribe  to  the  view,  which  was  sometimes  expressed 
in  less  responsible  British  quarters,  that  the  Cypriot  Greek  nationalists 
were  merely  a  handful  of  unrepresentative  and  self-interested  agita¬ 
tors.2  The  British  authorities  did,  however,  hold  the  opinion  that, 
at  the  time  of  the  outbreak  of  October  1931,  when  the  priests,  the 
advocates,  the  school-teachers,  and  the  urban  population  in  the 
larger  towns  were,  with  few  exceptions,  in  favour  of  union  with 
Greece,  and  when  the  control  of  the  Cypriot  Greek  press  was  in  the 
Unionists’  hands,  there  was  still  a  majority,  including  the  merchants, 
the  farmers,  and  the  peasants  in  general,  who  were  either  politically 
apathetic  or  else  were  in  favour  of  British  rule.3 

1  Op.  cit.,  pag.  cit. 

2  A  succint  statement  of  this  point  of  view  will  be  found  in  an  article  on  ‘the 
Meaning  of  Enosis’,  from  a  special  correspondent  at  Nicosia,  published  in 
The  Times,  9th  December,  1931. 

8  The  political  state  of  mind  of  the  Cypriot  Greek  peasantry  might  perhaps 
be  gauged  to  some  extent  by  the  reception  given  to  a  memorial,  asking  for  the 
union  of  Cyprus  with  Greece,  which  the  Greek  Orthodox  Archbishop  of 
Cyprus  caused  to  be  circulated,  in  1930,  to  nearly  every  village  in  the  island 
where  there  was  a  Greek  population.  The  Archbishop  requested  that  the 
memorial  should  be  signed  by  the  village  commission  and  the  Church  authori¬ 
ties  in  every  village  and  quarter.  The  village  commission  was  a  body  which, 
until  the  constitutional  and  administrative  changes  consequent  upon  the  dis¬ 
turbances  of  1931,  had  been  appointed  biennially,  in  each  village,  by  the 
District  Councils  elected  by  the  people  and  by  the  elected  members  of  the 
Legislative  Council,  to  manage  the  village  areas  inhabited  by  Turks  or  Greeks 
as  the  case  might  be.  The  District  Councils  appointed  two  out  of  the  five 
members  of  each  village  commission,  and  members  of  Council  three.  These 
village  commissions,  like  all  elected  bodies,  were  obviously  subject  to  pressure 
from  their  electors,  and,  in  the  case  of  Greek  villages,  it  is  evident  that  the 
electors  of  the  commissions  (i.e.  the  Greek  members  of  District  Councils  and  of 
the  Cyprus  Legislative  Council)  would  be  largely  Unionists,  so  that  the  Greek 
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The  strength  of  any  political  movement  in  any  country  at  any 
given  moment  is  notoriously  hard  to  measure,  since  it  is  a  psycho¬ 
logical  entity  which  cannot  accurately  be  gauged  by  external  marks 
and  which  is  always  subject  to  violent  and  rapid  fluctuations.  In 
regard  to  the  Cypriot  Greek  nationalist  movement,  it  can  only  be 
said  that,  on  the  showing  of  the  British  authorities  in  Cyprus,  it 
was  following  the  normal  course  of  modern  nationalist  movements 
everywhere,  which  had  almost  always  originated  among  small  nuclei 
of  ‘intellectuals’,  spread  from  them  to  the  professional  classes  at 
large,  then  captured  the  whole  urban  population,  and  finally  pene¬ 
trated  into  the  country-side.  The  Greek  movement  in  Cyprus  was 
manifestly  conforming  to  this  type  of  evolution  by  the  time  of  the 
outbreak  of  October  1931. 

Whatever  the  true  nature  of  the  Cypriot  Greek  national  move¬ 
ment  might  be,  the  history  of  its  ‘post-war’  activities  was  a  matter 
of  ascertainable  fact ;  and  the  facts  show  that  these  activities  passed 
through  two  phases.  During  the  thirteen  years  following  the  signa¬ 
ture  of  the  Armistice  between  Turkey  and  the  Allied  Powers  on  the 
30th  October,  1918,  the  Cypriot  Greek  nationalists  employed  the 
pacific  and  constitutional  methods  of  protest  and  petition.  In 
October  1931  they,  or  their  followers,  resorted  to  violence.  The 
change  of  tactics  seems  to  have  been  due  partly  to  disappointment 

members  of  village  commissions  would  feel  an  inducement  to  accede  to  the 
Archbishop’s  request  for  signatures  in  favour  of  the  union  of  Cyprus  with 
Greece.  The  results  of  the  circulation  of  the  memorial  were  actually  as  follows. 
The  memorial  was  circulated  to  496  villages  or  quarters  out  of  the  598  Greek 
and  mixed  Graeco -Turkish  villages  and  quarters  in  the  island.  In  52  of  these 
villages,  some  members  of  the  village  commission  refused  to  sign,  and  in  66  the 
whole  commission  refused  signature.  A  number  of  cases  were  also  reported  in 
which  the  village  authorities  refused  at  first  and  signed  under  pressure  after¬ 
wards.  The  Cyprus  Government  appear  to  have  abstained,  in  pursuance  of 
a  settled  policy,  from  any  intervention,  direct  or  indirect,  in  connexion  with 
the  memorial,  and  the  local  authorities  appear  to  have  been  aware  that  they 
had  nothing  to  hope  or  fear  from  the  Government  or  its  officers  in  the  matter. 
On  these  grounds,  the  refusals  of  the  signatures  to  the  Archbishop’s  memorial 
were  regarded,  in  British  ‘official  circles’  in  Cyprus,  as  indications  that,  in 
1930,  the  hold  obtained  by  the  Cypriot  Greek  nationalist  movement  in  the 
country-side  was  still  far  from  being  complete.  In  the  event,  a  number  of  those 
who  refused  their  signatures  duly  lost  their  positions.  On  the  29th  November, 
1930,  a  meeting  was  held  at  the  Archbishopric  in  Nicosia  of  the  representatives 
of  the  ‘National  Organization’  of  Cyprus  and  the  Greek  elected  members  of  the 
Legislative  Council.  It  was  then  decided  that  all  the  Greek  members  of  the 
District  Councils  should  be  instructed  not  to  appoint  as  village  authorities  any 
Mukhtars  or  Azas  who  had  refused  to  sign  the  memorial.  In  one  district, 
Limassol,  the  District  Council  refused  to  pay  any  attention  to  the  instructions 
received;  in  others  it  happened  that  the  influence  of  the  Mukhtar  was  too  strong 
locally  for  him  to  be  set  aside.  None  the  less,  large  numbers  of  the  Mukhtars 
and  Azas  who  had  refused  their  signatures  were  not  renominated. 
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at  the  failure  of  their  long  continued  and  repeated  efforts  to  obtain 
an  open-minded  hearing  of  their  case  from  the  British  Government 
and  people,1  but  the  change  did  not  take  place  until  the  abstract  and 
a  priori  desire  for  union  with  Greece  had  been  sharpened  by  a  conflict 
over  the  control  of  education  in  Cyprus  and  by  an  important  practical 
difference  of  opinion  and  policy,  as  between  the  British  authorities 
and  the  Greek  members  of  the  Cyprus  Legislative  Council,  over  the 
public  finances — which  in  Cyprus,  as  in  many  other  countries,  were 
feeling,  in  1931,  the  strain  of  the  world-wide  economic  depression.2 

On  the  eve  of  the  depression,  the  economic  and  social  progress 
which  had  been  achieved  in  Cyprus  under  British  administration  was 
described  in  retrospect,  by  two  British  officials,  in  the  following 
terms : 

In  50  years  the  population  of  the  island  has  increased  by  150,000 
persons ;  the  revenue  has  advanced  from  £176,000  to  about  £750,000  and 
is  devoted  in  its  entirety  to  the  public  use.  Imports  and  exports  have 
attained  a  value  approximately  six  times  as  great  as  that  which  they 
possessed  in  the  first  year  of  the  occupation ;  the  production  of  cereals 
has  trebled;  and  the  fact  that  the  family,  which  in  1878  supported  life 
on  £8  a  year,  now  requires  £80  for  the  same  purpose  is  evidence  not  merely 
that  the  cost  of  living  has  augmented  but  also  that  the  standard  has 
been  appreciably  raised.  .  .  . 

A  thousand  miles  of  roads  traversable  by  motor-car  have  replaced  the 
irregular  tracks,  which  formerly  were  the  despair  of  travellers.  A  railway 
has  been  built.  A  postal  service  has  been  established.  All  the  principal 
towns  have  been  connected  by  telegraph;  some  of  them  by  telephone. 
The  harbour  at  Famagusta  has  been  enlarged  to  allow  of  the  entry  of 
steamships,  and  the  ports  of  Larnaca  and  Limassol  have  been  improved 
by  the  construction  of  piers,  breakwaters,  quays  and  jetties.  A  regular 
mail  service  connects  the  island  with  the  continent,  and  Cyprus  is  in¬ 
cluded  in  the  itinerary  of  vessels  which  under  former  conditions  would 
have  hesitated  to  approach  its  shores.  .  .  . 

The  first  need  of  the  country  was  water.  Large  sums,  therefore,  were 
spent  upon  the  construction  of  reservoirs  and  channels  for  irrigation, 
upon  the  improvement  of  existing  sources  and  on  the  discovery  of  fresh 
supplies ;  and  in  recent  years  recourse  has  been  had  to  sub-artesian  bor¬ 
ings,  which  seem  destined  substantially  to  increase  the  quantities  of 
water  available  for  irrigation.  With  the  same  purpose  of  heightening 

1  ‘The  policy  of  memorials  for  union,  delegations  to  England,  local  demon¬ 
strations  with  flags  and  processions,  anti-British  invective  from  the  press  and 
platforms,  and  non-co-operation  and  obstruction  in  the  Legislative  Council  had 
come  to  nothing ;  and  among  the  extremists  in  the  movement  the  cry  had  gone 
up  that  they  must  look  in  future  to  deeds  rather  than  words  to  achieve  their 
object.’  (Cmd.  4045  of  1932,  p.  4.) 

3  The  psychological  effect  of  the  trade  depression  is  suggested,  as  an 
explanation  of  the  progress  made  by  the  Cypriot  Greek  national  movement 
among  the  Cypriot  Greek  peasantry  in  the  years  1930  and  1931,  in  the 
Governor’s  dispatch  of  the  11th  February,  1932.  (Op.  cit.,  p.  5.) 
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the  country’s  productivity,  the  forests,  valuable  not  only  for  the  timber 
they  produce,  but  also  because  they  attract  rain  and  preserve  in  the 
ground  the  rain  once  fallen,  have  been  the  object  of  scientific  protection 
and  development.  The  disastrous  process  of  denudation  has  been  checked 
and  the  woods,  in  danger  once  of  becoming  a  wilderness,  have  been  con¬ 
verted  into  a  potential  source  of  great  wealth.  .  .  . 

By  demonstration  and  instruction  in  the  method  of  raising  crops  and 
in  the  care  and  rearing  of  fruit-trees,  by  experimenting  with  new  species, 
and  by  combating  diseases  and  pests,  the  Agricultural  Department  has 
sought  to  increase  the  quantity,  as  well  as  improve  the  quality,  of  the 
island's  products.  It  has  established  nursery  gardens  and  built  stud 
stables,  and  it  has  maintained  a  veterinary  service  for  the  protection  of 
the  live  stock,  whose  breeding  it  has  successfully  encouraged.  In  order 
to  relieve  the  peasant  community  of  part  of  its  burdens,  the  tithe  on 
produce  was  abolished;  and  the  Government  has  endeavoured,  by  the 
establishment  of  an  Agricultural  Bank  and  the  encouragement  of  co¬ 
operation,  to  remedy  the  farmer’s  present  financial  distress  and  lay  the 
foundation  of  his  future  prosperity.1 

Contemplating  this  record,  with  some  pardonable  complacency, 
as  a  monument  of  specifically  British  handiwork,  the  British  adminis¬ 
trators  of  Cyprus  were  nonplussed  and  incensed  to  see  the  results 
either  ignored  or  taken  for  granted  or  depreciated  by  the  Cypriots 
themselves.  The  truth  was  that  every  country  which  had  been 
extricated  from  the  wreckage  of  the  Ottoman  Empire  in  the  course 
of  the  nineteenth  century  had  made  marked  economic  and  social 
progress  thereafter,  irrespective  of  its  political  fate.  Such  progress 
could  be  observed  not  only  in  ex-Ottoman  countries  like  Cyprus  and 
Tunisia  which  had  passed  in  1878  and  1881  respectively  under  British 
and  French  control.  It  was  also  marked  in  Bulgaria  and  Eastern 
Rumelia  (two  ex-Ottoman  territories  which  the  Berlin  Treaty  of 
1878  had  erected  into  autonomous  states)  and  in  Thessaly  (an  ex- 
Ottoman  territory  which  had  been  annexed  to  Greece  in  1881,  three 
years  after  Cyprus  had  been  occupied  by  Her  Britannic  Majesty). 
In  order  to  form  a  really  illuminating  estimate  of  the  progress  of 
Cyprus  under  British  rule,  it  would  be  necessary  to  institute  a  com¬ 
parison  with  the  progress  of  these  other  ex-Ottoman  territories  during 
the  same  fifty  years,  and  perhaps  also  with  the  progress  of  Crete, 
a  neighbouring  ex-Ottoman  island  which  had  become  autonomous  in 
1897  and  had  secured  its  long-desired  union  with  Greece  in  the  First 
Balkan  War  in  1912.  In  this  place  it  is  only  necessary  to  point  out 
that  the  progress  made  in  Cyprus,  though  manifestly  creditable  in 
itself,  was  nothing  exceptional  or  extraordinary. 

1  Sir  R.  Storrs  and  B.  J.  O’Brien,  The  Handbook  of  Cyprus  (London,  1930, 
Christophers).  The  whole  of  the  section  from  which  these  passages  are  quoted 
should  be  consulted  (i.e.  pp.  31-7  inclusive). 
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Nor,  on  the  other  hand,  was  Cyprus  at  all  peculiar  among  ex- 
Ottoman  countries  in  having  a  reverse  side  of  the  medal  to  show. 
In  Cyprus,  as  almost  everywhere  throughout  the  Ottoman  World, 
the  evil  legacy  of  the  past  still  displayed  itself  in  the  poverty  of  the 
agricultural  population  (notwithstanding  the  rise  which  had  taken 
place  in  the  standard  of  living)  and  in  the  extortions  of  the  money¬ 
lenders  (notwithstanding  such  enlightened  public  measures  as  the 
establishment  of  an  Agricultural  Bank).  Moreover,  the  new  economic 
order  brought  new  evils  of  its  own.  For  example,  the  recent  develop¬ 
ment  of  industrial  life  in  mines  and  factories  infected  the  Cypriots 
with  the  malaise  and  the  sense  of  oppression  which  the  Industrial 
Revolution  had  notoriously  evoked  elsewhere.  These  evils  began  to 
exert  their  full  psychological  effect  as  soon  as  the  World  Depression 
of  1930-1  had  checked  and  even  reversed  the  general  current  of 
progress  which  had  been  flowing,  off  and  on,  for  some  fifty  years. 
In  these  circumstances,  the  economic  depression  readily  bred  political 
discontent,  and  nowhere  more  readily  than  in  Cyprus,  where  the 
conflict  between  Cypriot  Greek  Nationalism  and  British  Imperialism 
was  a  standing  cause  of  political  unrest.1 

It  remains  to  trace  the  history  of  this  unrest  through  its  pacific 
into  its  violent  phase. 

'  As  regards  the  numerous  memorials  which  were  addressed,  during 
the  earlier  of  these  two  phases,  by  Cypriot  Greek  nationalists  to  the 
British  Government,  it  may  be  sufficient  here,  by  way  of  illustration, 
to  mention  two,  to  which  answers  were  vouchsafed.  A  memorial 
dated  the  4th  December,  1925,  and  signed  by  the  Greek  elected 
members  of  the  Cyprus  Legislative  Council  was  forwarded  by  the 
Governor  to  the  Colonial  Office  and  was  answered  in  the  following 
letter  from  the  Colonial  Secretary. 

The  Secretary  of  State2  in  reply  desires  that  the  signatories  of  the 
memorial  be  informed  that  the  question  of  the  union  of  Cyprus  to  Greece 
is  closed,  once  and  for  all,  and  cannot  be  reopened.  He  regrets  that  in 
submitting  such  a  demand  the  signatories  show  forgetfulness  of  the  fact 
that  Cyprus  has  become  a  Crown  Colony.  .  .  . 

The  Secretary  of  State  .  .  .  does  not  consider  that  Cyprus  has  reached 

1  The  degree  and  extent  of  this  unrest  by  the  eve  of  the  outbreak  of  October 
1931  can  be  gauged  by  the  character  of  the  precautionary  measures  taken  by 
the  British  Administration  in  Cyprus,  which  savoured  of  the  methods  of  the 
nineteenth-century  Continental  European  ‘police-state’.  For  example,  ‘in 
1930  (a  year  of  elections)  reports  of  555  political  speeches  delivered  in  villages 
were  received  from  the  police,  and  246  in  1931  before  the  17th  October’  {Cmd. 
4045  of  1932,  p.  5,  quoted  on  p.  364  above).  There  were  also  an  Internal 
Security  Scheme  (op.  cit.,  p.  13)  and  a  Defence  (Certain  British  Possessions) 
Order  in  Council  (op.  cit.,  p.  14)  which  the  outbreak  brought  into  action. 

2  At  that  time  Mr.  L.  S.  Amery. 
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a  degree  of  political  education  such  as  would  justify  an  immediate 
extension  of  constitutional  rights.1 

Another  memorial  of  the  same  tenor,  dated  the  20th  July,  1929,  and 
likewise  signed  by  the  Greek  elected  members  of  the  Cyprus  Legislative 
Council,  was  presented  to  the  Secretary  of  State2  in  London  by  the 
Bishop  of  Kition  and  two  other  members  who  came  to  England  for  the 
purpose.  The  Secretary  of  State’s  reply  was  embodied  in  a  dispatch 
of  the  28th  November,  1929,  to  the  Governor  of  Cyprus.3  In  this 
reply,  the  following  were  perhaps  the  most  important  passages: 

The  first  request  contained  in  the  Memorial  is  a  renewal  of  the  demand 
that  Cyprus  should  be  ceded  to  Greece.  My  answer  on  this  point  can 
only  be  the  same  as  that  which  successive  Secretaries  of  State  have  in 
the  past  returned  to  similar  demands,  namely,  that  His  Majesty’s 
Government  are  unable  to  accede  to  it.  This  subject,  in  their  view,  is 
definitely  closed  and  cannot  profitably  be  further  discussed.  .  .  . 

The  Greek  Elected  Members  put  forward  certain  requests  for  con¬ 
sideration  in  the  event  of  the  rejection  of  their  major  demand  for  union 
with  Greece.  The  first  of  these  ...  is  the  submission  that  the  Island 
should  be  granted  a  form  of  responsible  Government.  This  is  a  request 
which  has  been  given  very  careful  consideration.  The  conclusion  at 
which  I  have  arrived,  not  without  regret,  is  that  the  time  has  not  yet 
come  when  it  would  be  to  the  general  advantage  of  the  people  of  Cyprus 
to  make  a  trial  of  a  constitutional  experiment  in  this  direction.4  Those 
institutions  already  established  in  the  Island  which  are  subject  in  vary¬ 
ing  degrees  to  popular  control  cannot  be  said  to  have  attained  that 
reasonable  measure  of  efficiency  which  should  be  looked  for  before  any 
extension  of  the  principle  is  approved.  .  .  . 

It  is  suggested  that  a  Royal  Commission  should  be  appointed  to 
inquire  into  the  condition  of  affairs  in  Cyprus.  This  proposal  has  received 
my  consideration,  but  after  careful  reflection  I  have  formed  the  view 
that  the  appointment  of  such  a  body  would,  at  the  present  juncture,  be 

1  The  full  text  of  the  letter  from  which  this  extract  is  taken  is  published  in 
The  Manchester  Guardian  of  the  10th  April,  1926,  under  cover  of  a  message 
from  The  Manchester  Guardian  correspondent  in  Rome,  who  had  copied  the 
letter  from  the  Italian  press.  2  At  that  time  Lord  Passfield. 

3  This  dispatch  was  communicated  to  the  Greek  elected  members  of  the 
Cyprus  Legislative  Council  and  then  published  in  Cyprus.  It  was  also  published 
in  England,  together  with  the  members’  memorial,  as  a  British  Parliamentary 
Paper,  Gmd.  3477  of  1930. 

4  In  this  matter,  the  attitude  of  the  Colonial  Office  in  Downing  Street 
appears  to  have  been  less  statesmanlike  than  that  of  the  British  authorities 
in  Cyprus  itself.  According  to  information  received  by  the  writer  of  this 
Survey,  the  Cypriot  Greek  political  leaders  were  asked  more  than  once  by  the 
Governor  to  propound  a  considered  scheme  for  the  introduction  of  extended 
powers  of  self-government.  The  Bishop  of  Kition  was  reported  to  have  promised 
on  several  occasions  to  submit  a  scheme  but  to  have  left  this  promise  unfulfilled. 
The  inference  drawn  from  these  facts  by  the  writer’s  informant  was  that  the 
Cypriot  Greek  nationalist  leaders  were  unwilling  to  see  any  extension  of  self- 
government  in  Cyprus  under  the  British  Crown,  on  the  calculation  that  this 
would  weaken  the  popular  feeling  in  favour  of  union  with  Greece. 

B  b 


370  SOUTH-EASTERN  EUROPE  Part  III  b 

of  no  real  benefit  to  Cyprus.  An  inquiry  of  the  character  proposed  would 
raise  unprofitable  issues,  and  could  only  distract  attention  from  those 
more  practical  matters  on  which  the  progress  of  the  Colony  depends. 
There  is  much  to  be  said  for  the  view  that  what  Cyprus  needs  at  present 
are  fewer  occasions  for  political  discussion  and  more  occasions  for  con¬ 
structive  work. 

In  addition  to  the  requests  for  changes,  which  received  these  replies, 
the  memorialists  had  made  certain  complaints  in  regard  to  the 
existing  state  of  affairs.  Their  complaints  were  predominantly  finan¬ 
cial.  They  complained  of  the  financial  impotence  of  the  Legislative 
Council,  the  expensiveness  of  the  British  personnel  in  the  administra¬ 
tion,  and  the  diversion  of  revenues  raised  in  Cyprus  for  making 
payments  abroad  in  which  the  Cypriots  had  no  concern.  The  third 
of  the  financial  grievances  here  ventilated  had  been  the  subject  of 
an  agreed  settlement  in  1927 ;  the  other  two  grievances  were  of  the 
essence  of  the  conflict  of  1931. 

The  history  of  the  diversion  of  revenues  raised  in  Cyprus  went 
back  to  the  transactions  of  1878.  In  his  secret  telegram  of  the  23rd 
May,  1878,  to  Mr.  Layard,  Lord  Salisbury  had  stated  that  ‘as 
England  has  no  desire  to  impoverish  Porte,  she  will  pay  yearly 
whatever  is  the  present  excess  of  revenue  over  expenditure  in  the 
island’.  This  was  the  basis  of  the  provision,  cited  above,1  in  the 
Cyprus  Convention  Annex  of  the  1st  July,  1878 ;  and  the  five-years’ 
average  of  the  tribute  remitted  from  Cyprus  to  Constantinople  was 
duly  worked  out  at  the  figure  of  £92,799  11s.  3d.  per  annum.  An 
annual  sum  of  this  amount  was  levied  by  the  British  Government 
upon  the  revenues  of  Cyprus  from  the  beginning  of  the  British 
occupation  down  to  the  time  of  writing ;  but  no  remittance  was  ever 
made  to  the  Ottoman  treasury ;  for  the  political  crisis  through  which 
the  Ottoman  Empire  passed  during  the  years  1875-1881  caused  the 
Ottoman  Empire  to  default  on  all  its  financial  obligations,  including 
the  service  of  the  Ottoman  loan  of  1855,  the  interest  on  which  had 
been  guaranteed  by  the  British  and  French  Governments.2  ‘Her 
Majesty’s  then  Government  was  advised  that  “the  Cyprus  tribute” 
formed  part  of  the  revenues  of  the  Ottoman  Empire  and  could  be 
withheld  from  the  Porte  and  used  for  the  service  of  the  loan  so  long 
as  the  default  lasted.’3  Accordingly,  the  British  Government  pro- 

1  On  p.  357. 

2  This  loan  had  been  raised  by  Turkey  in  the  European  money  markets, 
principally  in  London  and  Paris,  under  the  auspices  of  her  allies  in  the  Crimean 
War,  in  order  to  enable  her  to  equip  herself  with  the  sinews  of  war  and  so 
increase  her  effectiveness  as  a  belligerent. 

3  The  Secretary  of  State’s  Dispatch  of  the  28th  November,  1929,  published 
in  Cmd.  3477  of  1930,  pp.  16-17. 
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ceeded  to  apply  to  the  interest  service  of  the  1855  loan  the  required 
annual  amount  of  £81,7521  out  of  the  ‘Cyprus  tribute’  and  tendered 
to  the  Porte  the  balance  only.  The  Ottoman  Government,  standing 
on  their  dignity,  declined  to  accept  this  sum  of  £11,047  11s.  3d.  per 
annum  in  lieu  of  the  £92,799  11s.  3d.  per  annum  that  had  been 
agreed  upon ;  and  the  British  Government  retorted  by  investing  the 
annual  balances,  with  interest,  in  Consols,  as  a  contribution  to  the 
sinking  fund  of  the  same  loan.2 

Meanwhile,  the  annual  remittance  abroad  of  as  large  a  sum  as 
£92,800  proved  too  heavy  a  charge  for  the  finances  of  Cyprus  to 
bear;  and  from  the  year  1897  onwards3  this  outgoing  was  partly 
offset  by  an  annual  grant-in-aid  from  the  Exchequer  of  the  United 
Kingdom.  At  first  the  annual  amount  of  the  grant  was  variable. 
It  was  decided  year  by  year  through  negotiation  between  the 
Treasury  in  Whitehall  and  the  British  administration  in  Cyprus  on 
the  basis  of  the  momentary  state  of  the  island’s  finances.  This  system 
was  inimical  to  financial  progress  in  Cyprus  because  it  made  it  im¬ 
possible  for  the  local  Government  to  calculate  their  revenues  ahead 
and  unprofitable  for  them  to  improve  their  financial  position  when  the 
improvement  was  likely  to  go  to  the  benefit  of  the  Government  and 
taxpayers  in  Great  Britain  and  not  to  the  benefit  of  Cyprus  itself. 
In  1910,  however,  the  grant-in-aid  was  stabilized,  as  for  the  year 
1911  and  subsequent  years,  at  a  fixed  annual  sum  of  £50,000;  and 
finally,  in  1927,  as  for  the  year  1928  and  thereafter,  the  British 
Government  offered  to  raise  this  regular  grant  to  an  amount  equal 
to  that  of  the  annual  tribute  charge — i.e.  £92,800  per  annum — on 
condition  that  Cyprus  should  contribute  a  fixed  annual  sum  of 
£10,000  towards  British  Imperial  Defence.  In  a  written  reply  to  this 
offer,  dated  the  27th  September,  1927,  the  twelve  Greek  and  three 
Turkish  elected  members  of  the  Cyprus  Legislative  Council  declared 
that  ‘the  happy  answer  of  the  Imperial  Government’  had  ‘fulfilled 
all  Cypriot  aspirations  concerning  this  burden  ’ ;  that  they  ‘  most 
willingly  ’  concurred  ‘  in  the  conditions  set  forth  ’ ;  and  that  they 
were  ‘ready  to  co-operate  in  the  early  enactment  of  the  legislation 
necessary  to  ratify  the  decision’.4  On  the  10th  October,  1927,  an 
Imperial  Defence  Appropriation  Bill  for  the  payment  of  £10,000  per 

1  H.  C.  Luke  and  D.  J.  Jardine,  The  Handbook  of  Cyprus  (8th  issue:  London, 
1920,  Macmillan),  p.  122. 

2  Although  the  sinking  fund,  unlike  the  interest,  had  not  been  guaranteed 
by  the  British  and  French  Governments. 

8  The  Dominions  Office  and  Colonial  Office  List,  s.v.  Cyprus,  Finances. 

4  This  reply  was  published  in  the  Cyprus  Gazette  and  was  quoted  by  Lord 
Passfield  in  his  dispatch  of  the  28th  November,  1929  ( Cmd .  3477  of  1930,  p.  18). 
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annum  was  duly  passed  by  the  Cyprus  Legislative  Council ;  and  from 
1928  onwards  the  new  financial  arrangement  came  into  effect. 

Therewith,  the  British  Government  regarded  the  question  of  the 
tribute  as  being  closed.  Under  the  new  arrangement  Cyprus,  as  a 
part  of  the  British  Empire,  was  certainly  less  heavily  burdened  by 
external  charges  than  she  would  have  been  if  she  had  remained  a  part 
of  Turkey  or  had  become  a  part  of  Greece ;  for,  in  consideration  of 
her  contribution  to  the  service  of  the  Ottoman  1855  loan,  she  had 
been  exempted,  in  the  financial  liquidation  of  the  wars  of  1912-18, 
from  being  assessed,  like  other  successor  states  of  the  Ottoman 
Empire,  with  a  quota  of  the  Ottoman  Debt  ;T  and  the  contribution 
towards  British  Imperial  Defence,  which  was  the  sole  charge  on  the 
Cyprus  Government  for  external  expenses  from  the  year  1928  on¬ 
wards,  represented  only  about  1-4  per  cent,  of  the  Cyprus  Budget. 
On  the  other  hand,  from  the  beginning  of  the  British  occupation 
down  to  the  year  1927  inclusive,  the  aggregate  net  tribute  paid  by 
Cyprus  to  relieve  the  British  Government  of  their  liability  towards 
the  Ottoman  bondholders — i.e.  the  aggregate  excess  of  all  the  annual 
tribute  payments  over  all  the  annual  grants-in-aid — was  estimated 
to  have  amounted  to  a  sum  of  about  £2,640,000  ;1 2  and  this  sum 
represented  more  than  17  per  cent,  of  the  £15,227,350  which  was  the 
aggregate  revenue  raised  in  Cyprus  during  the  forty-nine  years  1879- 
1927  inclusive. 

In  regard  to  the  impotence  of  the  Legislative  Council,  the  Greek 
elected  members  made  the  following  representation  in  their  memorial 
of  the  20th  July,  1929: 

Its  powers  are  very  limited  and  where  they  are  a  little  extended  are 

so  much  restricted  as  to  annihilate  the  voice  of  the  whole  people  of  the 

Island  in  general  and  of  the  large  majority  in  particular.  That  is  to  say: 

(а)  The  Legislative  Council  can  introduce  no  vote,  resolution,  or  law 
for  the  appropriation  of  part  of  the  public  revenues  or  propose  a  bill 
imposing  a  tax  without  having  previously  obtained  permission  from 
the  Governor.3 

(б)  It  has  no  control  over  the  whole  of  the  sums  to  be  appropriated 

1  Lord  Passfield,  op.  cit.,  p.  17. 

2  Memorial  from  the  Greek  Elected  Members  of  the  Cyprus  Legislative 
Council  (in  Cmd.  3477  of  1930,  p.  12). 

3  The  Governor,  of  course,  represented  the  Crown,  which  had  retained  the 
right  of  introducing  money-bills  in  all  the  Parliaments  of  the  Empire ;  but 
whereas,  in  the  United  Kingdom  and  in  the  other  self-governing  Dominions, 
the  Crown  was  represented  by  a  Ministry  responsible  to  the  Parham ent  in 
which  the  business  was  introduced,  and  subject  to  dismissal  upon  receiving 
a  vote  of  no  confidence,  the  Governor,  by  whom  this  prerogative  of  the  Crown 
was  exercised  in  Cyprus,  was  responsible  not  to  the  Cyprus  Legislative  Council 
but  to  the  Colonial  Office  in  Downing  Street. — A.  J.  T. 
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during  the  voting  of  the  Budget,  a  great  portion  of  them  being  beyond 
its  control  by  virtue  of  existing  Imperial  Orders  in  Council  and  laws.1 

(c)  It  enjoys  no  substantive  participation  in  the  preparation  of  the 
Budget,  nor  is  it  entitled  to  exercise  any  control  over  the  estimates  of 
expenditure.2 

In  general  its  obtaining  rights  and  privileges  are  further  curtailed  by 
the  power  reserved  to  the  Governor  or  the  King  in  the  exercise  of  the 
prerogative  of  disallowance3  and  they  are  completely  annihilated  by  the 
King’s  right  to  legislate  for  the  Colony  by  Order  in  Council,  not' only 
where  the  circumstances  are  such  as  to  call  for  extraordinary  measures, 
but  also  in  respect  of  current  routine  in  the  service. 

We  cite  the  following  most  recent  examples  of  this  latter  party  [sic] : 

(а)  The  Budget  of  1927  rejected  by  the  vote  of  the  elected  members 
of  the  Legislative  Council  was  nevertheless  put  into  force  in  its 
entirety  by  an  Order  in  Council  from  the  King.4 

(б)  Connected  with  the  Budget  and  for  the  purposes  of  covering  a 
deficiency  provided  therein  a  new  levy  to  the  sum  of  £40,000  was  also 
imposed  in  the  same  year  without  the  advice  and  consent  of  the 
Legislative  Council.5 

(c)  The  Penal  Law  published  in  the  Government  Gazette  as  a  draft 
bill  in  order  to  be  later  introduced  into  the  Legislative  Council,  as 
expressly  stated  in  the  preamble  to  the  said  bill,  was  imposed  as  law 
from  London  by  Royal  Order,  without  its  being  laid  before  the  Legis¬ 
lative  Council  and  the  advice  of  its  members  thereon  being  obtained.6 

(d)  During  the  last  session  of  the  Legislative  Council  a  Pensions 
Bill  as  proposed  by  the  Government  was  rejected.7  The  same  measure 

1  The  appropriation  (as  distinct  from  the  subsequent  allocation)  of  a  con¬ 
siderable  portion  of  the  local  public  revenues  by  Imperial  Orders  in  Council 
was  of  course  the  rule  in  British  Crown  Colonies  at  the  time,  though  not  in  the 
United  Kingdom  or  in  the  other  self-governing  Dominions  of  the  British 
Crown. — A.  J.  T. 

2  In  contrast  to  the  control  exercised  by  such  committees  as  the  Public 
Accounts  Committee  in  the  Parliament  at  Westminster. — -A.  J.  T. 

3  This  prerogative  was,  of  course,  theoretically  still  extant  in  all  parts  of  His 
Britannic  Majesty’s  Dominions,  but  in  Great  Britain  (in  contrast  to  Cyprus)  it 
had  not  been  exercised  for  the  past  two  centuries  and  a  half. — A.  J.  T. 

4  The  elected  members  of  the  Council  had  refused  supply  on  the  first  reading 
of  the  Appropriation  Law  without  discussing  the  Bill  in  detail. — A.  J.  T. 

5  The  elected  members  of  the  Council  had  refused  to  accept  the  responsibility 
for  this  taxation — a  common  infirmity  of  legislative  bodies  whenever  these  find 
themselves  without  effective  financial  control. — A.  J.  T. 

6  The  Penal  Code  Bill  had  been  published  some  ten  months  and  more  before 
the  relevant  Order  in  Council  was  made.  At  the  request  of  the  elected  members 
of  the  Cyprus  Legislative  Council,  a  committee  of  five  members  was  appointed 
to  examine  the  bill  before  introduction.  This  Committee,  however,  are  stated 
to  have  ignored  summonses  to  meet  and  to  have  made  it  clear  that  they  would 
have  nothing  to  do  with  the  bill.  And  in  these  circumstances  the  new  Code 
was  introduced  by  Order  in  Council  because,  in  the  opinion  of  the  British 
authorities,  a  reform  of  the  Cyprus  Criminal  Code  was  urgently  required. — - 
A.  J.  T. 

7  The  purpose  of  this  bill  was  to  bring  Cyprus  into  line  with  other  British 
Colonies  in  the  matter  of  the  treatment  of  public  servants.  The  unification  of 
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has  just  been  sanctioned  from  England  as  law,  by  means  of  a  Royal 
Order  in  Council.1 

The  memorialists  went  on  to  point  out  that  while  the  Legislative 
Council  as  a  whole  was  subject  to  these  restrictions  upon  its  powers, 
the  Greek  elected  members  were  still  further  penalized  in  as  much  as 
their  united  votes  were  insufficient,  by  themselves,  to  secure  a 
majority  on  the  Council,  although  they  represented  between  them 
four-fifths  of  the  population  of  the  island.  The  distribution  of  seats 
on  the  Legislative  Council,  since  its  creation  in  1882,  had  in  fact  been 
so  arranged  that  the  official  members  and  the  Turkish  members 
combined  should  be  exactly  equal  in  numbers  to  the  Greek  members 
and  therefore  superior  in  voting -power  in  virtue  of  the  casting  vote 
of  the  High  Commissioner;  and  this  balance  was  maintained  in  1925, 
when  the  High  Commissioner  became  Governor  and  the  respective 
numbers  of  the  Greek  and  Turkish  and  official  members  of  the 
Council  were  raised  from  nine  and  three  and  six  to  twelve  and  three 
and  nine.  As  between  the  Greeks  and  the  Turks,  the  new  figures 
gave  the  Greeks  a  representation  on  the  Council  in  proportion  to  their 
strength  in  the  total  population.  As  between  the  Greeks  on  the  one 
hand,  and  the  Turks  and  the  English  officials  on  the  other,  the  balance 
of  forces  remained  unchanged.2 

In  regard  to  the  expensiveness  of  the  English  officials,  the  Greek 
elected  members  of  the  Legislative  Council  submitted,  in  their 
memorial  of  the  20th  July,  1929, 3  that  English  officials  serving  in 
Cyprus  had  received  more  lavish  treatment  than  their  confreres  at 
home.4  On  the  Cyprus  estimates  for  1931,  the  total  charge  for 

pensions  throughout  the  British  Colonial  Service  was  a  matter  of  importance 
for  those  members  of  the  Service,  of  British  race,  who  would  find  themselves 
transferred  from  one  colony  to  another  in  the  course  of  their  official  career ;  but 
this  was  not  a  matter  of  interest  to  the  Cypriots. — A.  J.  T. 

1  Gmd.  3477  of  1930,  p.  5. 

2  The  Cyprus  Legislative  Council  did  not,  of  course,  invariably  divide,  on  all 
issues,  on  the  lines  of  Turks  plus  Englishmen  versus  Greeks.  On  any  issues, 
however,  in  which  the  question  of  the  union  of  Cyprus  with  Greece  was  directly 
or  indirectly  involved,  the  Turkish  elected  members  of  Council  could  naturally 
always  be  relied  upon  to  assist  their  English  official  colleagues  to  outvote  their 
Greek  elected  compatriots. 

3  In  Gmd.  3477  of  1930,  p.  9. 

4  In  1920-1,  when  the  cost  of  living  was  at  its  ‘post-war’  peak  all  over  the 
world,  officials  in  Cyprus  had  been  given  a  cost-of-living  bonus  of  approxi¬ 
mately  the  same  scale  as  officials  in  the  United  Kingdom.  Whereas,  however, 
in  Great  Britain  the  bonus  had  been  placed  on  a  sliding  scale  which  was 
governed  by  a  cost-of-living  index,  in  Cyprus  the  bonus  had  been  permanently 
consolidated  with  the  basic  salary,  so  that  in  1929  the  officials  in  Cyprus  were 
still  being  paid  at  the  rate  of  1920-1,  though,  according  to  the  memorialists’ 
contention,  the  cost-of-living  index  in  Cyprus  had  fallen  from  230  in  1920-1 
to  130  in  1929  on  a  norm  of  100  representing  the  level  of  1913-14.  See  the  table 
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salaries,  excluding  teachers’  salaries,  apparently  accounted  for  about 
45  per  cent,  of  the  whole.1  Of  course  the  greater  part  of  the  officials 
to  whom  these  salaries  were  payable  were  Cypriots  and  not  English¬ 
men.  The  aggregate  amount  of  the  salaries  drawn  by  officials  of 
English  nationality  in  Cyprus  in  the  year  1930  appears  to  have  been 
about  £50,000 2 — a  figure  which  represented  rather  more  than  6  per 
cent,  of  the  total  estimates  for  1931,  and  rather  less  than  14  per  cent, 
of  the  total  charge,  in  those  estimates,  for  salaries. 

The  unsatisfied  aspirations  and  unappeased  grievances  reviewed 
above  were  the  motive-forces  of  the  Greek  nationalist  movement  in 
Cyprus  and  the  antecedents  to  the  disturbances  of  1931.  The  two 
events  which  actually  precipitated  these  disturbances  were  the  pas¬ 
sage  of  the  Elementary  Education  Law  of  1929  and  a  conflict  of  wills 
between  the  elected  Greek  representatives  on  the  Cyprus  Legislative 
Council  and  the  British  authorities  over  the  Cyprus  Budget  for  1931. 

The  main  purpose  and  effect  of  the  Elementary  Education  Law 
of  19293  was  to  transfer  the  control  over,  and  the  discipline  of,  the 
school-teachers  in  Cyprus  to  the  British  authorities  from  the  hands 
of  those  Greek  and  Turkish  bodies — Boards  of  Education,  Town 


of  official  salaries  in  Cyprus  as  they  actually  were  in  1929,  and  as  it  was  alleged 
that  they  would  have  been  on  the  United  Kingdom  sliding  scale,  in  op.  cit., 
p.  10.  The  memorialists’  figures  in  regard  to  the  fluctuation  in  the  cost-of- 
living  index  in  Cyprus  were  not  accepted  as  correct  by  the  British  authorities. 

1  See  1  he  figures  given  by  Dr .  Z .  Rossides  in  a  letter,  dated  the  28th  February, 
1931,  which  was  published  in  The  Manchester  Guardian  of  the  3rd  March,  1931. 
On  these  figures.  Dr.  Rossides  worked  out  the  percentage,  excluding  teachers’ 
salaries,  at  over  52  per  cent.,  whereas  the  Under  Secretary  of  State  for  the 
Colonies,  Dr.  Shiels,  stated  in  the  House  of  Commons  at  Westminster  on  the 
4th  February,  1931,  in  answer  to  a  parliamentary  question,  that  the  percentage, 
including  teachers’  salaries,  was  between  40  and  50  per  cent.  According  to  a 
special  correspondent  of  The  Times  at  Nicosia,  in  an  article  published  on  the 
9th  December,  1931,  the  total  number  of  officials  (including  policemen  and 
schoolmasters)  in  Cyprus  in  1930  was  4,213,  and  their  salaries  amounted  in  the 
aggregate  to  £403,209  out  of  a  total  expenditure  of  £800,207  in  that  year. 

2  The  salaries  shown  in  the  Dominions  Office  List  and  Colonial  Office  List 
for  1930  as  payable  to  officials  in  Cyprus  with  English  names  add  up  to  £49,239, 
if  the  lower  figure  is  always  taken  in  cases  where  the  list  shows  a  salary  as 
ranging  between  a  lower  and  an  upper  limit.  The  figure  thus  arrived  at  is,  of 
course,  exclusive  of  allowances  and  pensions.  In  an  article  published  in  The 
Times  on  the  9th  December,  1931,  a  special  correspondent  at  Nicosia  states 
that  in  1930  the  total  number  of  English  officials  in  Cyprus  was  96,  and  that 
the  aggregate  amount  of  their  salaries  was  £58,572.  According  to  the  same 
authority,  one  of  the  telling  points  in  the  Cypriot  Greek  campaign  for  the  union 
of  Cyprus  with  Greece  was  the  statement  that  an  English  district  commissioner 
in  Cyprus  received  as  high  a  salary  as  the  President  of  the  Greek  Republic. 

3  The  Statute  Laws  of  Cyprus,  No.  4  of  1929,  to  amend  and  consolidate  the 
law  relating  to  the  Establishment  and  Management  of  Elementary  Schools  in 
Cyprus. 
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Committees,  Village  Commissions  and  Committees  of  Management — 
which  had  previously  controlled  this  as  well  as  other  departments  of 
the  administration  of  the  island.  The  ground  for  this  legislative 
change  was  that  the  Greek  schools  in  Cyprus  had  been  used  by  the 
Cypriot  Greek  nationalists  as  fields  for  political  propaganda,  and 
that  the  Greek  school-teachers  who  had  been  unwilling  to  abuse  their 
position  in  order  to  act  as  propagandists  in  the  nationalist  cause  had 
been  subjected  to  illegitimate  pressure.  There  seems  to  have  been 
much  substance  in  this  criticism  of  the  pre-existing  system ;  and  it 
is  significant  that  the  bill  was  passed  into  law  by  the  aid  of  three 
Greek  votes  on  the  Legislative  Council.1  Indeed,  the  Cypriot  Greek 
nationalists  frankly  declared  that  they  regarded  the  school-teachers 
as  their  missionaries  in  the  cause  of  Union ;  and  the  passage  of  the 
new  law,  which  deprived  them  of  their  power  of  subjecting  the  school¬ 
teachers  to  pressure  for  this  end,  was  publicly  mourned  by  the  Cypriot 
Greek  community  as  a  national  calamity,  though  it  was  privately 
greeted  with  feelings  of  relief  by  a  number  of  the  schoolmasters 
concerned. 

Yet,  however  substantial  the  justification  for  the  passage  of  this 
education  law  may  have  been,  it  did  not  solve  the  underlying  prob¬ 
lem,  which  was  inherent  in  the  political  situation  in  Cyprus  at  the 
time.  So  long  as  the  Cypriot  Greek  National  Movement  and  the 
British  Empire  remained  in  unreconciled  and  undecided  conflict,  it 
was  hardly  possible  to  exclude  the  field  of  education  from  the  arena 
of  this  political  struggle  ;  and  while  the  British  authorities  in  Cyprus 
might  perhaps  legitimately  use  their  power  in  order  to  stop  the  Greek 
nationalists  from  using  the  local  educational  system  as  an  instrument 
of  their  propaganda  among  the  rising  generation  of  Cypriot  Greek 
children  in  favour  of  union  with  Greece,  it  was  inevitable  that  the 
nationalists  should  resent  this  action  and  reasonable  that  they  should 
feel  a  certain  apprehension  lest,  in  the  course  of  the  struggle,  the 
British  authorities  in  Cyprus  should  sooner  or  later  take  advantage 
of  their  newly  established  control  over  the  local  teaching  body  in 
order  to  give  Greek  education  in  Cyprus  a  definitely  and  deliberately 
denationalizing  bias. 

This  estrangement  over  the  Elementary  Education  Law  of  1929 
prepared  the  way  for  the  open  breach  over  the  Budget  for  1931. 

The  estimates  for  1931,  as  presented  to  the  Legislative  Council  on 
the  9th  December,  1930,  showed  an  estimated  expenditure  of  £801,666 

1  These  three  independent-minded  Greek  elected  members  of  the  Council 
were  respectively  an  advocate,  a  merchant  and  a  farmer.  None  of  these  was 
able  to  stand  at  the  election  in  1930. 
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and  an  estimated  revenue  of  £731,550,  involving  a  deficit  of  £70,116 
on  the  Budget  for  the  coming  year.1  The  Colonial  Government 
proposed  to  cover  this  deficit  partly  from  a  surplus  of  £21,185  which 
was  in  hand  from  1930, 2  and  for  the  rest  from  the  reserve  fund  of 
£90,000  which  had  been  accumulated  for  use  in  some  exceptional 
calamity  (e.g.,  a  plague  of  locusts  or  a  drought).  There  was  no 
Estimates  Committee  of  the  Legislative  Council,  but,  while  the 
Budget  had  been  in  course  of  preparation,  the  two  leading  Greek 
elected  members  and  one  Turkish  elected  member  had  been  invited 
to  examine  the  proposed  estimates  item  by  item  in  consultation  with 
the  Colonial  Secretary.  A  number  of  suggestions  made  by  them  had 
been  adopted,  but  they  appear  to  have  dealt  with  small  points  only 
and  to  have  refrained  from  expressing  an  opinion  on  major  questions. 
At  the  opening  of  the  first  session  of  the  new  Legislative  Council,  it 
became  clear  that  no  support  for  additional  taxation  was  forth¬ 
coming  at  the  moment  from  any  of  the  elected  members,  either  Greek 
or  Turkish ;  and  for  this  reason  no  proposals  for  additional  taxation 
were  included  in  the  Budget.  But  in  his  opening  speech  on  the 
Budget,  on  its  introduction  into  the  Legislative  Council,  the  Colonial 
Secretary  stated  that  a  committee  would  be  appointed  in  the  early 
months  of  1931,  when  the  financial  situation  would  be  clearer,  to 
make  a  serious  investigation  into  the  financial  condition  of  the  Colony 
with  a  view  to  making  such  recommendations  as  would  enable  the 
Budget  to  be  balanced;  and  on  the  strength  of  this  undertaking 
the  Turkish  elected  members  agreed  to  give  the  Budget  their  support. 
The  Greek  elected  members  put  forward  the  alternative  proposal 
that  the  deficit  should  be  covered  by  economies  amounting  to 
£67,003,  and  that  £53,589  out  of  this  total  amount  should  be  saved 
on  official  salaries.3  Thereupon,  on  the  6th  December,  1930,  the 

1  If  millions  are  substituted  for  thousands,  the  budgetary  problem  of  Cyprus 
in  1931  will  be  seen  to  have  been  comparable,  scale  for  scale,  with  that  of  the 
United  Kingdom  in  the  same  year.  In  Cyprus,  likewise,  the  increase  in  the 
estimates  was  largely  accounted  for  by  the  development  of  the  social  services. 
In  the  Cyprus  Budget  for  1931,  the  votes  for  Health,  Education,  and  Agri¬ 
culture,  in  the  aggregate,  were  higher  by  about  £90,000  than  they  had  been 
in  1927.  On  the  other  hand,  a  committee  of  inquiry  had  been  appointed  as 
early  as  the  beginning  of  1930  to  investigate  possibilities  of  reduction  in  the 
establishment. 

2  This  figure  was  an  estimate  which  proved  (to  the  credit  of  the  finance- 
officers  concerned)  to  have  been  an  under-estimate.  The  actual  surplus  turned 
out  to  be  £45,753. 

3  See  the  passages  from  their  public  statement  to  the  people  of  Cyprus, 
published  in  the  Messager  d'Athenes,  22nd  January,  1931;  also  the  passages 
from  their  memorandum  to  the  Secretary  of  State  in  Downing  Street,  published 
in  the  same  journal,  19th  January,  1931.  The  salaries  on  which  savings  were 
to  be  made  under  this  proposal  did  not  include  those  of  the  schoolmasters. 
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Estimates  Bill  embodying  the  Government’s  proposals  was  passed, 
over  the  heads  of  the  twelve  Greek  members,  by  the  combined  votes 
of  the  nine  English  official  members  and  the  three  Turkish  members, 
reinforced  by  the  casting  vote  of  the  Governor.  Thereafter,  on  the 
4th  February,  1931,  in  the  House  of  Commons  at  Westminster,  the 
Under-Secretary  of  State  for  the  Colonies,  Dr.  Shiels,  in  answer  to 
a  parliamentary  question,  confirmed  the  fact  that  it  was  proposed  to 
meet  the  deficit  on  the  Cyprus  Budget  from  the  Colony’s  surplus 
balances  and  reserve  fund,  but  announced  at  the  same  time  that  the 
Governor  had  appointed  a  committee  to  go  into  the  finances  of  the 
Colony  in  order  to  see  whether  a  saving  could  not  be  made.  The 
committee  (which  was  that  promised  by  the  Cyprus  Government  at 
the  moment  when  the  Budget  had  been  introduced)  was  composed 
of  two  English  permanent  officials  (the  Treasurer  and  the  Auditor), 
one  Turkish  representative  (the  Delegate  of  Evqaf),  and  one  Greek 
member  (a  merchant  by  profession)  of  the  Executive  Council,  and 
two  Greek  elected  members  of  the  Legislative  Council.1 

On  this  Budget  Committee,  the  British  official  members  agreed  in 
principle  to  a  temporary  levy  on  official  salaries  and  thereby  brought 
the  committee  to  the  verge  of  signing  a  unanimous  report.  The 
committee  did  unanimously  find  in  favour  of  the  substitution  of 
specific  duties  for  acl  valorem  duties  in  the  customs  system ;  and, 
apart  from  the  incidental  possibility  of  obtaining  an  increase  of 
revenue,  this  proposal  might  commend  itself  on  its  technical  merits. 
In  pursuance  of  a  special  and  unanimous  recommendation  in  this 
sense  which  the  committee  made  in  April  in  an  interim  report,  a  bill 
for  effecting  this  change  was  introduced  into  the  Legislative  Council.2 
This  bill  met  with  unanimous  opposition  from  the  Greek  elected 
members,3  on  the  ground  that  it  involved  an  increase  of  taxation 

whose  salary-bill  amounted  in  the  aggregate  to  £109,098  out  of  a  total  salary- 
bill  of  £403,209  (see  page  375  footnote  1  above),  though  the  schoolmasters 
had  all  received  considerable  increases  of  salary  in  1930.  The  other  savings 
proposed,  up  to  an  amount  of  something  over  £13,400,  seem  to  have  been  at 
least  partly  illusory.  For  example,  it  was  proposed  to  save  £7,700  by  spending 
no  money  on  forest  utilization,  although  a  revenue  of  over  £1 1,000  was  derived 
from  this  source. 

1  The  membership  of  this  committee  appears  to  have  been  as  stated  in  the 
text,  and  not  as  stated  by  Dr.  Shiels  in  the  House  of  Commons  at  Westminster, 
in  answer  to  a  parliamentary  question,  on  the  25th  February,  1931. 

2  Statement  by  the  Governor  on  the  Budget,  published  in  the  Cyprus 
Gazette  ( Extraordinary ,  No.  2 ),  9th  September,  1931. 

3  Including  one  of  the  two  Greek  elected  members  who  had  served  on  the 
Budget  Committee,  in  spite  of  the  fact  that  he  had  signed  the  Committee’s 
interim  report.  (The  other  Greek  elected  member  of  Council  serving  on  the 
Budget  Committee  had  been  unseated  meanwhile,  for  corruption,  on  an 
election  petition.) 
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as  well  as  a  change  in  technical  method ;  and  on  this  occasion  the 
Greek  vote  was  not  overborne  by  a  united  English  and  Turkish  vote. 
One  Turkish  elected  member  voted  with  the  Greeks,  and  thus  the 
bill  was  thrown  out  on  the  28th  April,  1931,  without  the  Governor’s 
casting  vote  coming  into  play. 

Thereafter,  on  the  19th  May,  1931,  the  Budget  Committee  pre¬ 
sented  a  majority  report  signed  by  the  Englishmen  and  the  Turk 
and  a  minority  report  signed  by  the  Greeks.1  The  majority  report 
did  not  reproduce  the  Cyprus  Government’s  original  plan  of  drawing 
upon  the  reserve  fund,  which  had  been  embodied  in  the  Estimates 
Bill  and  passed  through  the  Legislative  Council  by  the  Governor’s 
casting  vote  on  the  6th  December,  1930.  While  still  proposing  to 
use  the  surplus  of  £21,185  from  1930  towards  meeting  the  deficit  of 
£70,116  on  the  Budget  for  1931,  the  English  official  members  now 
proposed,  as  a  next  step,  to  make  economies  amounting  to  a  reduction 
of  £25,000  on  the  estimates.  When  an  additional  surplus  of  £24,568 
from  1930 2  was  taken  into  the  account  on  the  credit  side  and  a  pay¬ 
ment  of  £15,0003  on  the  Government’s  guarantee  to  the  Agricultural 
Bank  of  Cyprus  on  the  debit  side,  the  net  deficit  for  1931  stood  at 
£14,363,  which  was  little  more  than  a  fifth  of  the  original  figure. 
The  signatories  of  the  majority  report  proposed  to  cover  this  residuary 
deficit  by  increases  of  taxation  under  three  heads :  first,  an  incidental 
gain  from  substituting  specific  for  ad  valorem  duties  in  the  Customs 
Tariff  (on  the  lines  of  the  bill  which  had  been  thrown  out  by  the 
Legislative  Council  on  the  28th  April) ;  second,  an  increase  in  the 
petrol  duty  ;4  third,  an  increase  in  the  wharfage  dues.  The  Greek 
signatories  of  the  minority  report  recorded  their  opinion  ‘that  the 
stabilization  of  the  Customs  Revenue  by  the  conversion  of  ad  valorem 
to  specific  duties  would  be  desirable  ’ ;  but  they  made  the  proviso 
that  no  additional  burden  should  be  imposed  on  the  tax-payer ;  and 
their  proposals  for  covering  the  residuary  deficit  involved  no  addi¬ 
tional  taxation  and  consisted  wholly  of  additional  economies.  They 
proposed  to  save  £12,400  by  abolishing  certain  posts  and  by  cutting 
down  travelling  expenses  and  assisted  passages.  They  proposed  to 

1  The  texts  of  both  reports  are  printed  in  the  Cyprus  Gazette,  loc.  cit. 

2  For  this  surplus,  see  p.  377,  above. 

3  This  was  the  final  figure.  The  first  estimate  on  this  account  had  been  only 
£7,000. 

4  The  introduction  of  legislation  to  increase  the  tax  on  petrol  in  Cyprus  had 
been  approved  by  the  Secretary  of  State  in  Downing  Street  on  the  26th 
November,  1930;  but  at  the  opening  of  the  first  session  of  the  newly  elected 
Legislative  Council  it  had  been  clear  that  no  support  for  additional  taxation 
was  forthcoming  at  the  time  from  any  of  the  elected  members,  Greek  or  Turkish. 
(See  p.  377,  above.) 
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obtain  a  further  saving  of  between  £12,000  and  £14,000  by  making 
a  cut  of  10  per  cent,  on  all  official  salaries  above  £100  per  annum, 
except  on  the  first  £100.  On  this  last  proposal  the  signatories  of  the 
majority  report  put  on  record  the  view 

that  Government  officials  share  in  the  common  burden  of  taxation, 
Government  and  Municipal,  and  that  they  would  not  demur  to  a  general 
income  tax.  But  to  single  out  a  class  and  to  tax  it  exclusively  would  be 
a  step  for  which  in  our  opinion  the  present  position  does  not  offer  any 
justification.  We  do  not  consider  that  the  salaries  of  public  officers 
should  alter  with  periods  of  prosperity  and  intervals  of  depression. 

In  the  light  of  this  majority  and  minority  report  from  the  Budget 
Committee,  and  in  view  of  the  rejection  of  the  Customs  Bill  by  the 
Legislative  Council,  the  following  measures  for  balancing  the  Cyprus 
Budget  for  1931  were  taken  by  the  British  authorities.  The  substance 
of  the  rejected  Customs  Bill,  together  with  provisions  for  increases 
in  the  petrol  duty  and  in  wharfage  dues,  was  translated  into  an  Order 
in  Council  which  was  made  in  London  on  the  11th  August,  1931, 
and  was  published  in  Cyprus  on  the  9th  September.  On  the  same 
date,  the  Governor  published  a  statement  on  the  Budget  in  the 
Cyprus  Gazette }  This  statement  announced  the  Government’s  agree¬ 
ment  that  the  Budget  ‘  must  be  balanced  mainly  by  economies  ’  and 
translated  this  policy  into  figures.  The  deficit  of  £70,116  was  to  be 
met  by  economies  amounting  to  £66,000  on  the  original  estimates  of 
£801,666  and  by  increased  taxation  estimated  to  bring  in  a  net  total 
of  £20,533.  This  new  taxation  was  to  be  raised  on  the  three  heads 
recommended  in  the  majority  report  of  the  Budget  Committee  and 
now  provided  for  in  the  new  Order  in  Council:  that  is,  by  increases 
in  the  petrol  duty  and  in  wharfage  dues,  and  also  by  an  increase  in 
customs  receipts  incidental  to  the  change  from  ad  valorem  to  specific 
duties.  In  the  same  statement,  the  Governor  also  announced  econo¬ 
mies  on  official  salaries.  ‘A  number  of  offices  hitherto  held  by  British 
officials  ’  had  ‘either  been  left  vacant  ’  or  would  ‘  be  filled  by  Cypriots  ’ ; 
and  from  the  1st  October,  1931,  a  temporary  charge  of  5  per  cent, 
was  to  be  made  on  all  salaries  of  Government  employees  above 
£100  per  annum,  which  was  estimated  to  produce  a  saving  of  £10,000 
per  annum. 

It  will  be  seen  that  these  measures,  taken  as  a  whole,  represented 
a  compromise  between  the  plan  originally  put  forward,  and  passed 
over  the  heads  of  the  Greek  members  of  the  Legislative  Council,  by  the 
English  official  members  and  the  Turkish  members  in  December  1930, 
and  the  Greek  members’  counter-proposals.  The  decisions  to  leave 

1  Extraordinary,  No.  2  (1931). 
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the  reserve  fund  intact,  to  cover  the  deficit  mainly  by  economies,  and 
to  reduce  the  burden  of  official  salaries  in  general,  and  of  salaries 
paid  to  Englishmen  in  particular,  were  important  concessions  to 
Greek  desiderata.  On  the  other  hand,  the  Government  were  not 
reducing  the  salary  costs  to  the  extent  which  the  Greeks  had  desired, 
and  they  were  not  fulfilling  the  Greek  desideratum  that  the  Budget 
should  be  balanced  without  any  recourse  at  all  to  fresh  taxation. 
It  is  true  that  the  fresh  taxation  was  not  burdensome  either  in 
quantity  or  in  kind  and  that,  in  conjunction  with  the  new  economies, 
it  duly  balanced  the  Cyprus  Budget  for  1931  ;x  but  it  is  also  true  that 
the  increase  in  taxation  had  been  imposed  on  the  Cypriot  tax-payers, 
against  the  vote  of  the  Legislative  Council  in  Cyprus,  by  a  fresh 
resort  to  the  constitutional  short  cut  of  an  Order  in  Council  passed 
in  London.  The  increase  of  revenue  which  this  Order  in  Council  was 
estimated  to  bring  in  was  not  much  more  than  twenty  thousand 
pounds  sterling.  Yet  English  officials  had  only  to  consult  the  con¬ 
stitutional  history  of  their  own  country — the  classic  storehouse  of 
constitutional  lore— hi  order  to  be  reminded  that  a  small  tax  was 
capable  of  producing  a  large  upheaval  if  an  important  constitutional 
principle  were  involved.  To  anyone  familiar  with  English  history, 
it  would  hardly  be  a  matter  of  surprise  that  the  overriding  of  the 
vote  of  the  Cyprus  Legislative  Council  by  the  Royal  Order  in  Council 
which  was  published  in  Cyprus  on  the  9th  September,  1931,  should 
have  been  followed  by  the  widespread  Cypriot  disturbances  of  the 
following  month.  It  is  true  that,  in  the  British  Crown  Colony  system 
of  government,  the  method  of  making  financial  appropriations  by 
Orders  in  Council,  which  had  been  successfully  challenged  by  the 
Parliament  at  Westminster  some  three  centuries  earlier,  was  still, 
in  1 93 1 ,  an  ordinary  practice,  and  that  nevertheless  the  British  Colonial 
Empire,  taken  as  a  whole,  was  politically  quiescent  and  contented 
at  this  time  in  the  midst  of  a  politically  agitated  world.  There  were, 
however,  few  British  Crown  Colonies  in  which,  in  1931,  the  British 
connexion  was  anathema,  as  it  was  in  Cyprus,  to  a  local  national 
movement ;  and  it  was  the  struggle  between  Cypriot  Greek  National¬ 
ism  and  British  Imperialism  that  brought  to  life  again,  in  twentieth- 
century  Cyprus,  the  English  constitutional  issue  which  had  once 
produced  the  English  Civil  War. 

Like  many .  Greek  risings  at  various  times  and  places  against 

1  The  actual  surplus  balance  at  the  end  of  the  year  1931  was  £23,201.  The 
amount  raised,  before  the  end  of  the  calendar  year,  by  new  taxation  under  the 
Order  in  Council  was  £14,274,  of  which  £7,000  was  produced  by  the  petrol 
tax. 
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Ottoman  rule,  the  Greek  rising  against  British  rule  in  October  1931 
in  Cyprus1  was  headed  by  a  prelate  of  the  Orthodox  Church.2 

The  movement  apparently  arose  out  of  deliberations,  which  had 
begun  on  the  12th  September,  1931,  among  the  leaders  of  the  Cypriot 
Greek  National  Movement,  on  the  question  of  demonstrating  against 
two  recent  British  official  acts :  a  statement  made  in  the  Parliament 
at  Westminster  by  the  Chancellor  of  the  Exchequer  on  the  8th  July 
to  the  effect  that  the  accumulated  surplus  from  the  payments  made 
from  Cyprus  revenue  as  tribute  to  Turkey  under  the  convention  of 
1878  had  been  disposed  of  for  the  sinking  fund  of  the  Turkish  loan 
guaranteed  by  Great  Britain  in  1855, 3  and  the  Order  in  Council  which 
had  been  published  in  Cyprus  on  the  9th  September,  1931. 4  At  this 
meeting,  it  was  formally  resolved  (though  the  resolution  was  not  made 
public)  that,  subject  to  the  approval  of  the  Cypriot  Greek  National 
Organization,  a  manifesto  should  be  addressed  to  the  Cypriot  people, 
calling  upon  them  to  refuse  to  pay  taxes  and  to  boycott  British 
goods  by  way  of  protest.5  The  flraft  resolution  was  duly  considered 
on  the  3rd  October  at  a  joint  meeting,  held  in  Nicosia,  at  the  Arch¬ 
bishopric,  between  the  members  of  the  National  Organization  and 
the  Greek  elected  members  of  the  Legislative  Council.  At  this 
meeting  there  was  apparently  a  difference  of  opinion  not  only  over 
the  terms  of  the  draft  but  over  a  question  of  political  tactics — the 
proposal  being  that  the  manifesto  should  be  read  at  the  opening 
meeting  of  the  Legislative  Council  and  that  the  Greek  members  of 
the  Council  should  then  resign  in  a  body  forthwith.  Some  of  those 
concerned  were  apparently  unwilling  to  make  this  personal  sacrifice  ; 
and  the  resulting  division  of  counsels  remained  uncomposed  at  subse¬ 
quent  meetings  on  the  10th,  11th,  and  17th  October.6  At  this  stage 
the  initiative  was  taken  by  the  Metropolitan  of  Kition  (Lamaka), 
Mgr.  Nikodhimos  Mylonas,  who  was  member  of  the  Legislative 
Council  for  Lefkara. 

At  the  meeting  on  the  17th  October,  the  Metropolitan  recited  to 

1  The  official  British  account  of  this  affair  will  be  found  in  a  Parliamentary 
Paper  entitled  ‘Disturbances  in  Cyprus,  1931’  (London,  1932,  H.M.  Stationery 
Office,  Cmd.  4045  of  1932). 

2  On  the  question  whether  the  Prelates  of  the  Autocephalous  Orthodox 
Church  of  Cyprus  were  inspired  by  disinterested  motives  in  their  political 
activities,  it  may  be  remarked  that,  in  the  event  of  a  transfer  of  sovereignty 
over  the  island  from  the  British  Empire  to  Greece,  the  Cypriot  Autocephalous 
Church  would  automatically  become  subject  to  the  authority  of  the  Holy 
Synod  of  the  Greek  State,  and  would  lose  thereby  not  only  its  special  eccle¬ 
siastical  powers  but  also  a  part  of  its  property  (under  the  Ecclesiastical  Law  of 
Greece,  Constitutional  Law  of  1870,  Constitutional  Laws  of  1929-30). 

3  Cmd.  4045  of  1932,  p.  2.  See  also  pp.  370-1  of  the  present  volume,  above. 

4  See  p.  380,  above.  6  Cmd.  4045  of  1932,  p.  3.  6  Op.  cit.,  p.  4. 
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his  fellow-members  a  version  of  the  manifesto  which  he  had  drafted 
himself ;  and,  having  obtained  their  concurrence  in  principle,  he 
deliberately  created  a  fait  accompli  by  publishing  his  manifesto  next 
day,  Sunday,  the  18th  October,  together  with  a  letter  addressed  to 
the  Governor  of  Cyprus,  Sir  Ronald  Storrs,  in  which  the  Metropolitan 
conveyed  his  resignation  from  the  Legislative  Council  for  his  own 
part.1  The  crucial  passages  in  this  letter  were  the  following : 

As  a  deputy  I  have  sworn  allegiance  perforce  to  King  George.  As  a 
prelate  and  a  national  leader,  I  am  obliged  to-day  to  recommend  to  the 
Cypriots,  who  are  King  George’s  subjects  by  constraint,  the  insubmis¬ 
sion  which  is  dictated  by  our  violated  human  rights.  Henceforward  it 
will  be  my  duty  to  go  everywhere  and  summon  my  compatriots  to  non- 
legal  resistance  against  illegitimate  authorities  and  illegal  laws.  .  .  .  We 
proclaim  the  union  of  Cyprus  with  her  mother- country  Greece  and  we 
declare  that  we  will  do  all  that  is  humanly  possible  to  give  effect  to  this 
decision  as  speedily  as  possible,  in  the  assurance  that  God  and  Justice 
and  Morality  will  support  this  struggle  of  Right  against  Brute  Force. 

This  step  evoked  a  public  protest2  from  eight  of  Mgr.  Mylonas’s 
colleagues  on  the  Legislative  Council ;  but  the  Metropolitan  had  set 
forces  in  motion  which  it  was  beyond  their  power  to  arrest. 

On  Tuesday,  the  20th,3  the  Metropolitan  of  Kition  followed  up  his 
first  gesture  by  making  an  inflammatory  speech  at  Limassol.4  When 
the  news  reached  the  capital  of  the  island,  Nicosia,  next  day,  the 
21st  October,  the  other  Greek  members  of  the  Legislative  Council 
found  their  hands  forced.  Their  decision  to  resign  was  announced, 
a  public  meeting  was  summoned  by  tocsin,  and  the  demonstrators, 
shouting  for  union  with  Greece  and  singing  the  Greek  National 
Anthem,  marched,  with  several  of  the  resigning  members  of  the 
Legislative  Council  at  their  head,  to  Government  House,  which  they 
reached  after  dark  when  the  Governor  was  at  dinner,  on  the  eve  of 
sailing  for  England.  The  house  was  attacked  by  the  mob,  and  the 
District  Commissioner  refrained  from  reading  the  Riot  Act  and  order¬ 
ing  the  police  to  shoot  until  the  house  had  been  set  on  fire.  The  house 
was  burnt  with  all  its  contents,  though  the  Governor  and  his  staff 
escaped  injury.  Thereupon  the  movement  spread  like  wildfire  among 
the  Greek  population  throughout  the  island.  At  Limassol,  the 

1  A  full  French  translation  of  the  text  of  the  manifesto,  containing  the  letter 
and  dated  the  17tli  October,  1931,  will  be  found  in  the  Messager  d’Athenes  of 
the  26th  October,  1931.  An  extract  will  be  found,  in  English  translation,  in 
Cmd.  4045  of  1932,  pp.  33-4. 

2  Text,  in  English  translation,  in  Cmd.  4045  of  1932,  p.  35. 

3  For  the  events  of  the  20th  and  21st  October,  1931,  see,  besides  Cmd.  4045 
of  1932,  pp.  8-13,  a  first-hand  account  published  in  The  Daily  Telegraph  of 
the  2nd  November,  1931. 

4  Eesume,  in  English  translation,  in  Cmd.  4045  of  1932,  p.  35. 
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District  Commissioner’s  house  was  burnt  down  on  the  22nd.  At 
Paphos,  an  attempt  to  burn  the  District  Commissioner’s  house  on 
the  24th  was  frustrated  by  the  arrival  of  British  troops. 

The  Governor  had  telegraphed  for  military  and  naval  reinforce¬ 
ments  on  the  night  of  the  21st  itself,  since  ‘the  permanent  garrison 
consisted  of  three  officers  and  a  hundred  and  twenty-three  men’, 
and,  ‘allowing  for  guards,  transport  and  men  in  hospital,  less  than  a 
hundred  would  be  available  for  parade  ’,  while  ‘  the  police  were  trained 
and  employed  almost  exclusively  in  the  prevention  and  detection  of 
crime  and  were  in  no  sense  of  the  term  a  military  force  ’.x  The  British 
Government  lost  no  time  in  dispatching  troops  and  warships  to  the 
spot.  On  Thursday  the  23rd,  two  British  cruisers  and  two  British 
destroyers  arrived  at  Lamaka,  Limassol,  Paphos,  and  Famagusta 
respectively  from  the  Greek  waters  of  Suda  Bay  in  Crete.  On  the 
same  day,  seven  Royal  Air  Force  troop-carrier  aeroplanes  from 
Egypt,  conveying  150  troops,  and  one  aeroplane  from  Palestine, 
arrived  at  Nicosia.  That  morning,  one  of  the  rioters  who  had  been 
wounded  by  the  fire  of  the  police  at  Government  House  on  the 
21st  died  of  his  wounds ;  and  his  funeral,  which  was  attended  by  the 
Archbishop  of  Cyprus,  Kyrillos,  gave  occasion  for  a  further  demon¬ 
stration  of  Greek  national  feeling.  On  the  24th,  five  persons,  includ¬ 
ing  two  members  of  the  Legislative  Council,  were  arrested  at  Nicosia, 
and  on  the  same  day  Mgr.  Nikodhimos  Mylonas  was  arrested  at 
Limassol.  On  the  news  of  the  prelate’s  arrest,  there  was  a  riot  in 
Limassol  and  an  attempt  at  rescue,  in  which  the  police  again  fired 
on  the  crowd  and  a  second  fatal  casualty  was  inflicted.  In  the  small 
hours  of  the  morning  of  the  25th,  the  six  prisoners  were  conveyed  on 
board  a  British  destroyer.  On  this  latter  day,  the  Union  Jack  which 
was  flying  over  the  District  Commissioner’s  house  at  Kyrenia  was 
torn  down  by  a  crowd  under  the  leadership  of  the  Bishop  of  Kyrenia, 
whose  servant  hoisted  the  Greek  national  flag  in  the  British  flag’s 
place,  whereafter,  during  the  night  of  the  25th-26th,  the  Bishop  of 
Kyrenia  was  arrested  by  a  party  of  British  troops  from  Nicosia  and 
was  taken  to  prison  in  the  capital.  At  Limassol,  on  the  26th,  a  crowd 
adopted  Mr.  Gandhi’s  tactics  of  ‘civil  disobedience’  by  gathering 
salt  in  contravention  of  the  Salt  Laws.  There  were  numerous  minor 
acts  of  sabotage  all  over  the  island,  and  minor  clashes  between  the 
Greek  population  and  the  gendarmerie  and  troops,  of  whom  more 
were  arriving.  ‘There  were  in  all  some  200  villages  in  which  excite¬ 
ment  prevailed  and  demonstrations  were  made,  but  without  breach 
of  the  law.  Less  than  seventy  villages  were  guilty  of  destruction  of 

1  Op.  cit.,  p.  13. 
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property.  Many  outrages  were  the  work  of  small  gangs  of  malefactors 
or  individuals,  but  no  satisfactory  distinction’  could  ‘be  drawn 
between  communal  and  individual  responsibility  for  incitement. 
There  ’  were  ‘  598  Greek-Orthodox  villages  and  mixed  Orthodox  and 
Turkish  villages  in  the  island.  Three  hundred  and  eighty -nine  of  these 
took  no  part  at  all  in  the  disturbances.’1  The  total  casualties  were 
six  civilians  killed,  thirty  civilians  wounded  (of  whom  one  died  later), 
and  thirty-eight  policemen  injured,  of  whom  fifteen  were  Greeks  and 
twenty-three  were  Turks.2  Some  400  persons  were  arrested  in  all. 
By  the  end  of  the  month,  the  disturbances  had  virtually  ceased  and 
the  British  armed  forces  in  Cyprus  were  in  complete  command  of  the 
military  situation.  The  measure  of  this  command  is  given  by  the 
fact  that  the  garrison  of  British  troops  in  Cyprus,  which  had  consisted 
of  three  officers  and  123  men  on  the  21st  October,  1931,  and  which 
had  been  reinforced  thereafter  as  recorded  above,  had  been  reduced 
again  to  the  strength  of  four  officers  and  175  men  by  the  last  day  of 
the  calendar  year.3  These  figures,  taken  together  with  the  course  of 
events  between  those  dates,  support  the  British  Governor’s  conten¬ 
tion  that  ‘there’  was  ‘no  evidence  to  show  that  the  outbreak  was 
premeditated  or  prearranged’.4  On  the  other  hand,  the  Governor 
was  treading  more  debatable  ground  in  his  further  inference  that 
‘the  nature  of  the  events  disposes  also  of  any  suggestion  that  the 
upheaval  represented  a  widespread  desire  on  the  part  of  the  Greek- 
Orthodox  inhabitants  for  the  transfer  of  Cyprus  to  Greece’.5  The 
most  that  can  be  inferred  with  any  assurance  is  that,  in  October 
1931,  the  Cypriot  Greeks  were  not  yet  in  the  mood  to  purchase  their 
political  freedom  at  the  price  which  the  Moreot  Greeks  had  been 
willing  to  pay  in  their  struggle  against  Ottoman  Imperialism  in 
1821-9,  or  the  Irish  in  their  struggle  against  British  Imperialism 
in  1916-21. 

The  suppression  of  the  rising  of  October  1931  in  Cyprus  was  fol¬ 
lowed  by  punitive  measures. 

On  the  30th  October  there  was  published  a  telegram  to  the 
Governor  of  Cyprus  from  the  Secretary  of  State  for  the  Colonies  in 
London  which  contained  the  following  passage : 

You  have  already  taken  action  against  the  ringleaders.  You  have  my 

full  support  in  dealing  with  them  and  in  any  necessary  action  to  put 

down  this  sedition  or  to  make  it  clear  to  those  who  have  been  so 


1  Op.  cit.,  p.  28. 

2  Telegram  of  the  14th  March,  1932,  from  the  Governor  of  Cyprus  to  the 
Secretary  of  State  for  the  Colonies  at  Westminster,  printed  in  Cmd.  4045  of 
1932,  pp. 41-2. 

3  Cmd.  4045  of  1932,  pp.  13  and  31.  4  Op.  cit.,  p.  31.  6  Op.  cit.,loc.  cit. 


Op.  cit.,  p.  31. 
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unfortunately  misled  that  neither  now  nor  in  future  will  disorder  be 
tolerated.  It  is  obvious  that  the  liberties  given  under  the  present  consti¬ 
tution  have  been  abused  by  disloyal  political  leaders.  Accordingly  in 
the  general  interests  of  the  people  of  Cyprus  His  Majesty’s  Government 
will  have  to  review,  in  consultation  with  you,  the  whole  question  of  the 
constitutional  future  of  the  island. 

At  Nicosia,  on  the  3rd  November,  it  was  announced  that  the  six  leaders 
arrested  there  on  the  24th  October  had  now  been  deported  for  life ; 
that  municipalities  were  to  be  held  responsible  for  all  damage  done  by 
rioters  within  their  jurisdiction  ;  and  that  the  municipality  of  Nicosia 
would  have  to  pay  £20,000.  On  the  4th  November  it  was  reported  that 
the  total  number  of  deaths  from  the  disturbances  was  now  six,  and 
that  the  number  of  life -sentences  of  deportation  was  to  be  raised 
from  six  to  ten.1  On  the  12th  November,  in  the  House  of  Commons 
at  Westminster,  the  Secretary  of  State  for  the  Colonies,  in  answer  to 
a  parliamentary  question,  announced  that  Letters  Patent  had  been 
approved  under  which  the  Legislative  Council  would  cease  to  exist 
and  power  to  make  laws  was  granted  to  the  Governor.  He  added 
that  it  would  be  necessary  thereafter  to  review  the  whole  question 
of  the  constitutional  future  of  the  island.  On  the  1st  December, 
1931,  three  new  laws,  enacted  by  the  Governor  under  the  new  Letters 
Patent,  were  published  in  the  Cyprus  Gazette.  One  provided  that 
the  Mukhtars  (headmen)  of  the  villages  should  be  appointed  by  the 
Governor  instead  of  by  local  election ;  another  that  no  flags  should 
be  flown  or  displayed  without  a  licence  from  the  Governor ;  another 
that  no  bells  should  be  rung  without  the  permission  of  the  District 
Commissioner.2  ‘The  Reparation  Impost  Law,  implementing  the 

1  Ten  Cypriots  in  all  were  in  fact  deported:  six  on  the  3rd  November,  1931, 
and  four  on  the  6th;  and  the  announcement  that  the  sentences  were  life- 
sentences  was  made  in  Cyprus  in  regard  to  all  ten  persons  concerned  (Cmd. 
4045  of  1932,  p.  30).  On  the  other  hand,  in  the  House  of  Commons  at  West¬ 
minster  on  the  25tli  November,  1931,  in  answer  to  a  parliamentary  question 
whether  any  of  the  sentences  to  deportation  were  life-sentences,  and,  if  so, 
how  many,  and  what  were  the  terms  of  the  remaining  sentences,  the  Secretary 
of  State  for  the  Colonies  said:  ‘The  deportation  orders  state  that  the  persons 
in  question  must  leave  the  island  and  remain  outside  the  territory  thereafter.’ 

2  The  motive  in  the  minds  of  the  British  authorities  in  Cyprus,  when  they 
drafted  the  last-mentioned  of  these  three  laws  (the  Statute  Laws  of  Cyprus, 
No.  18  of  1931),  was  to  guard  against  the  possibility  of  the  church  bells  being 
rung  again,  as  they  had  been  rung  in  October  1931,  as  a  tocsin  for  summoning 
the  Greek  Orthodox  population  of  Cyprus  to  rise  against  alien  rulers.  The  new 
law  was  not  vexatiously  administered,  and  permission  to  ring  bells  for  and 
during  church  services,  or  as  time-signals,  or  for  summoning  the  children  to 
school,  was  not  withheld  when,  in  compliance  with  the  law,  a  request  was  duly 
filed  with  the  local  District  Commissioner.  In  all  the  towns  of  the  island, 
however,  except  one,  and  in  about  20  per  cent,  of  the  villages,  such  requests 
remained  untendered  and  the  bells  remained  unrung.  The  fact  was  that,  in  the 
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decision  that  destroyed  property  should  be  replaced  and  repaired 
at  the  cost  of  the  responsible  towns  and  villages,  was  passed  on  the 
21st  December.  The  imposts  amounted  in  all  to  £34,315  and  over 
80  per  cent,  of  the  total’  had  been  paid  by  the  11th  February,  1932. 
By  the  same  date,  ‘more  than  2,000  persons’  had  ‘been  convicted 
by  the  assize  and  magisterial  courts  for  specific  offences  connected 
with  the  disturbances  and’  had  ‘received  .  .  .  sentences.’1 

Meanwhile,  the  news  of  the  events  of  October  1931  in  Cyprus  was 
arousing  manifestations  of  strong  and  widespread  feeling  in  Greece ; 
and  these  repercussions  of  Cypriot  Greek  affairs  in  the  independent 
Greek  National  State  were  a  new  and  not  unimportant  international 
aspect  of  the  Cyprus  question. 

So  long  as  the  old  and  bitter  feud  between  the  Greek  and  Turkish 
peoples  was  in  progress,  there  had  been  little  response  in  Greece  to 
Cypriot  Greek  irredentism — partly  because  the  free  Greeks  felt  (no 
doubt  rightly)  that  their  kinsmen  under  British  rule  in  Cyprus  were 
well  off  by  comparison  with  the  far  larger  number  of  ‘unredeemed’ 
Greeks  who  were  under  Turkish  rule  elsewhere ;  partly  because  it 
had  been  believed  (as  it  turned  out,  wrongly)  by  Greeks  in  Cyprus 
and  in  Greece  alike  that  the  British  had  no  intention  of  occupying 
Cyprus  permanently  and  that  the  island  was  certain  to  become  united 
with  Greece  sooner  or  later.2  By  the  time  of  the  Cyprus  disturbances 
of  October  1931,  the  situation  had  changed.  The  Graeco -Turkish 
national  feud  had  been  suddenly  and  unexpectedly  brought  to  an 
end  by  the  comprehensive  Graeco -Turkish  settlement  of  1930 — an 
act  of  statesmanship  which  was  accompanied  by  a  detente  in  the 

minds  of  the  Cypriots  themselves,  with  their  Ottoman  background,  this  law 
was  likely  to  become  invested  with  a  deeper  significance.  Against  this  historical 
background  it  would  signify  an  assimilation  of  the  British  regime  in  this 
ex- Ottoman  island  to  the  old  Ottoman  regime  by  which  it  had  been  preceded. 
Under  the  Ottoman  order,  the  silencing  of  the  Christian  church  bells  had  been 
one  of  the  symbols  of  the  subjection  of  the  Christian  ra'iyeh  to  their  Muslim 
masters ;  and,  since  the  beginning  of  the  end  of  the  Ottoman  Empire,  the 
restoration  of  the  belfries  had  been  one  of  the  outward  and  visible  signs  of 
liberation  in  one  liberated  Christian  province  after  another.  Some  150  years 
before  the  Cypriot  rising  of  1931,  in  the  generation  before  the  Greek  War  of 
Independence,  the  pealing  of  the  church  bells  in  Orthodox  Christian  Russia 
had  sounded  this  note  of  liberty  in  the  ears  of  the  Ottoman  Greek  sojourners 
there. 

‘The  Greeks  always  longed  to  go  to  Russia.  There  we  worked  and  earned 
our  daily  bread,  and  in  time  we  .  .  .  grew  out  of  being  the  Turk’s  ra'iyeh.  We 
heard  the  bells  of  their  churches  ringing  and  gave  thanks.  .  .  .  And  when  we 
had  satisfied  our  own  souls,  we  then  began  to  think  how  to  liberate  our 
parents  and  our  brothers  and  our  kinsmen  and  how  to  help  our  dear  country 
to  rekindle  her  own  light,  as  Russia  had  rekindled  hers.’  (Khrysanthopoulos, 
Ph.  [‘Photakos’]:  Memoirs  (Athens,  1899,  Sakellarios),  pp.  16-17.) 

1  Cmd.  4045  of  1932,  p.  30.  2  On  this  point,  see  pp.  360-1,  above. 
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popular  feeling  between  the  Greek  and  Turkish  peoples.1  The  Greeks 
no  longer  looked  forward  to  enlarging  the  borders  of  Greece  by 
further  acquisitions  of  territory  from  Turkey.  The  residual  Greek 
minority  in  Turkey  and  Turkish  minority  in  Greece  were  insignificant 
in  numbers ;  they  balanced  one  another ;  and  their  respective  interests 
were  now  safeguarded  in  precise  agreements  between  the  Greek  and 
Turkish  Governments.  In  this  new  situation,  the  only  considerable 
communities  of  still  ‘unredeemed’  Greeks  were  to  be  found,  not  under 
Turkish  rule  in  Thrace  or  in  Anatolia,  but  under  Italian  rule  in  the 
Dodecanese  and  under  British  rule  in  Cyprus.  Moreover,  in  this 
‘  post-war  ’  period,  the  British  Government,  like  the  Italian  Govern¬ 
ment,  had  declared — repeatedly  and  emphatically — a  determination 
to  retain  in  their  permanent  possession,  as  an  integral  part  of  their 
dominions,  the  Greek  terra  irredenta  which  was  under  its  rule.  In 
these  circumstances,  it  was  natural  that  the  Cypriot  Greek  move¬ 
ment  for  the  union  of  Cyprus  with  Greece  should  attract  to 
itself  those  sympathies  in  Greece  for  ‘  unredeemed  ’  Greeks  which  had 
previously  been  absorbed  by  the  ‘  unredeemed  ’  Greeks  under  Turkish 
rule. 

This  concentration  upon  Cyprus  of  national  interest  and  feeling 
in  Greece  became  manifest  in  the  repercussions  which  were  produced 
by  the  news  from  Cyprus  in  October  1931.  There  was  a  sharp 
conflict  between  the  popular  impulse  to  express  pro-Cypriot  and 
anti-British  sentiments,  and  the  Government’s  policy — laid  down 
by  Monsieur  Venizelos — of  preserving  a  scrupulously  and  sincerely 
‘correct’  attitude  in  regard  to  a  matter  which  was  juridically  a 
foreign  affair  wherein  Greece  had  no  official  concern. 

As  early  as  the  23rd  October,  Monsieur  Venizelos  enunciated  his 
policy,  with  characteristic  clarity  and  vigour,  in  the  following  state¬ 
ment  to  the  press : 

As  I  have  declared  many  times,  there  is  no  Cypriot  question  between 
the  Greek  Government  and  the  British  Government.  That  question  is 
between  the  British  Government  and  the  people  of  Cyprus.  Up  till  now, 
the  Cypriots  have  carried  on  their  campaign  by  means  of  memorials, 
addresses,  meetings,  and  protests,  that  is  to  say  by  means  which  the 
liberal-minded  British  consider  absolutely  lawful.  To-day,  unfortun¬ 
ately,  according  to  the  information  in  the  press,  criminal  excesses  have 
taken  place,  such  as  attacks  on  soldiers  and  police  and  the  burning  of 
Government  House  at  Nicosia.  Faced  by  excesses  of  that  kind,  British 
tolerance  comes  to  an  end  and  a  strict  application  of  the  law  begins. 

I  can  only  express  my  profound  regret  for  these  excesses.  The  promo- 

1  For  an  account  of  this  settlement,  see  the  Survey  for  1930,  Part  II  B, 
section  (iii). 
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ters  of  the  movement  certainly  did  not  wish  for  them,  but  they  ought  to 
have  known  that  if  they  pushed  things  too  far  the  moment  would  come 
when  they  would  be  no  longer  masters  of  the  situation. 

If  the  Greek  press  would  listen  to  me,  I  should  advise  it  to  condemn 
these  excesses,  from  which  no  good  can  come.  No  sensible  man  can 
imagine  that  excesses  of  this  kind  will  force  Great  Britain  to  satisfy  the 
national  aspirations  of  the  Greeks  of  Cyprus. 

These  words  were  accompanied  by  action ;  for,  at  the  first  news 
of  the  outbreak  in  Cyprus,  the  Greek  Government  recalled  to  Athens 
the  Greek  Consul,  Monsieur  Kyrou,  who  was  stationed  in  the  island. 
Already,  in  September,  the  transfer  of  this  particular  official  to 
another  post  had  been  decided  upon  by  the  authorities  in  Athens — 
apparently  on  the  ground  that  he  had  been  allowing  his  personal 
sympathies  for  the  Greek  nationalist  movement  in  Cyprus  (he  was 
of  Cypriot  origin  himself)  to  deflect  him  from  his  duty  of  conforming 
to  the  ‘correct’  attitude  of  his  home  Government.  His  summary 
recall  to  Athens,  which  followed,  anticipated  the  issue  in  London  of 
a  Royal  Warrant  revoking  his  exequatur. 

Meanwhile,  as  the  news  of  the  events  in  Cyprus  continued  to  arrive 
in  Greece,  Monsieur  Venizelos  found  increasing  difficulty  in  restrain¬ 
ing  manifestations  of  popular  feeling.  His  advice  was  not  followed 
by  the  press,  and  the  press  campaign  which  ensued  was  accompanied 
by  demonstrations.  In  Athens,  an  intended  demonstration  of  students 
was  quashed  by  a  veto  from  the  authorities ;  but  at  Salonika,  on  the 
28th  October,  an  attempt,  by  a  body  of  students,  to  demonstrate  in 
front  of  the  British  Consulate  was  only  checked  by  the  intervention 
of  troops  as  well  as  police.  On  the  31st  October,  the  Greek  National 
Union  of  Students  addressed  an  appeal,  on  behalf  of  the  Cypriots,  to 
student  organizations  all  over  the  world ; 1  and  on  the  same  date  the 
Holy  Synod  at  Athens  passed  a  vote  of  sympathy  for  the  Orthodox 
Greek  prelates  and  people  of  Cyprus.2  Simultaneously,  a  Cyprus 
Committee  was  constituted  at  Athens  under  the  chairmanship  of  an 
ex-President  of  the  Greek  Republic,  Admiral  Koundouriotis.3  On 
the  30th  October  it  had  been  announced  in  the  press  that  a  requiem 
service  for  the  souls  of  the  Cypriots  who  had  lost  their  lives  in  the 
disturbances  was  to  be  held  in  the  Church  of  St.  Constantine  in 
Athens  on  Sunday  the  1st  November.  Thereupon,  on  the  31st 
October,  Monsieur  Venizelos  addressed  a  communication  on  this 
subject  to  the  people  of  Athens,  and  to  the  councils  of  the  professional, 

1  Text  in  Le  Messager  d’Athenes,  31st  October,  1931. 

2  Text  ibid.,  1st  November,  1931. 

3  The  text  of  a  declaration,  dated  the  30th  October,  1931,  by  the  newly 
constituted  committee  will  be  found  ibidem. 
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urban,  working-men’s  and  ex-service  men’s  organizations,  from  which 
the  following  passages  may  be  quoted : 

Considering  that  the  proposed  organization  of  an  open-air  meeting 
of  this  kind  in  the  centre  of  the  city  would  not  serve  the  general  interests 
of  the  country,  I  have  had  orders  issued  to  the  competent  authorities  to 
prevent  this  manifestation  from  taking  place.  Consequently,  a  crowd 
will  not  be  permitted  to  assemble  in  front  of  a  church  situated  in  the  city. 

No  one,  of  course,  wishes  or  has  the  right  to  prohibit  manifestations  of 
the  opinions  of  the  different  popular  groups  so  long  as  they  do  not 
assume  the  character  of  open-air  demonstrations  likely  to  give  rise  to 
excesses — which,  as  a  general  rule,  are  carried  very  much  farther  than 
is  intended  even  by  those  who  provoke  them. 

Moreover,  I  desire  to  make  known  to  all  citizens  that  the  Government, 
in  fulfilment  of  an  elementary  duty,  will  never  allow  persons  who  are 
engaged  in  political  or  national  struggles  outside  the  frontiers  of  Greece 
to  attempt,  by  means  of  intrigues  inside  the  country,  to  create  friction 
between  Greece  and  the  states  of  which  they  are  nationals,  and  with 
which  it  is  imperative,  in  the  general  interest  of  the  country,  that  rela¬ 
tions  of  an  absolutely  friendly  and  harmonious  character  should  be 
maintained. 

Those  fractions  of  the  national  family  which  are  to  be  found  outside 
the  frontiers  of  Greece  cannot  be  permitted  to  put  obstacles  in  the  way 
of  the  national  policy,  which  can  be  determined  only  by  the  citizens  of 
the  country  itself,  in  exercise  of  their  sovereign  rights.  And  the  opinion 
of  the  citizens  is  represented  by  the  constitutional  powers — that  is 
to-day  by  the  Government  and  to-morrow  by  the  legislative  bodies 
which  assemble  on  the  loth  November. 

Not  to  recognize  these  principles  would  be  equivalent  to  a  political 
anarchy  unworthy  of  a  serious  nation. 

In  consequence  of  this  communication,  the  requiem  service  on  the 
1st  November  was  held  outside  Athens,  at  Amarousi.  Thereafter, 
on  the  3rd  November,  manifestos  were  issued  by  the  Chamber  of 
Commerce  and  by  the  business  community  in  Athens;1  on  the  4th, 
a  manifesto  was  issued  by  the  Association  of  Newspaper  Editors ; 2 
and  on  the  5th  the  Municipal  Council  of  Athens,  at  a  special  meeting, 
passed  a  vote  of  sympathy  with  Cyprus.  There  were  further  demon¬ 
strations  in  Athens  on  Armistice  Day,  the  11th  November,  which 
was  celebrated  as  ‘Cyprus  Day’  in  Greece  in  1931.  On  the  eve  of 
these  latter  demonstrations,  on  the  10th,  Monsieur  Venizelos  issued 
a  further  appeal  for  restraint,  which  he  addressed  particularly  to 
the  press  and  to  the  Cyprus  Committee.  He  reminded  them  that  the 
maintenance  of  friendly  relations  with  Great  Britain  had  been  the 
stable  policy  of  Greece  since  the  beginning  of  her  independence,  and 
he  pronounced  that  those  who  jeopardized  these  friendly  relations 

1  Texts  in  Le  Messager  d' Athenes,  3rd  November,  1931. 

2  Text  ibid.,  4th  November,  1931. 
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were  insane.  Thereafter,  on  the  18th  November,  1931,  Monsieur 
Venizelos  reasserted  the  same  points  in  a  speech  in  the  Greek 
Chamber  ( BovXr/ ). 

This  was  not  the  first  occasion  on  which  Monsieur  Venizelos,  as 
Prime  Minister  of  Greece,  had  boldly  flown  in  the  face  of  Greek 
national  sentiment  by  insisting  upon  a  policy  of  ‘correctness’  in  an 
international  situation  in  which  the  question  of  Greek  national  unifi¬ 
cation  was  involved.  Some  twenty  years  earlier,  in  the  spring  of  1912, 
on  the  eve  of  his  first  general  election  since  he  had  been  called  to 
office  in  Athens,  Monsieur  Venizelos  had  similarly  checked  a  similar 
agitation  for  the  union  with  Greece  of  Crete:  another  ex-Ottoman 
island  in  which  the  majority  of  the  population  consisted  of  Orthodox 
Christian  Greeks,  one  of  whom  was  Monsieur  Venizelos  himself.  On 
that  occasion,  the  Cretan  statesman’s  courageous  and  sagacious 
policy  had  quickly  borne  fruit,  for  before  the  year  was  out  Monsieur 
Venizelos  had  won  a  sweeping  victory  in  the  Greek  elections  and 
had  seen  Crete  reunited  with  Greece  upon  the  outbreak  of  the  First 
Balkan  War.  On  this  analogy,  it  might  be  surmised  that,  in  the 
autumn  of  1931,  he  was  working  more  effectively  through  his  policy 
of  restraint  than  the  majority  of  his  countrymen  were  working 
through  their  campaign  of  protest  towards  that  union  of  Cyprus 
with  Greece  which  all  Greeks  had  at  heart.  Indeed,  there  were 
certain  passages  in  Monsieur  Venizelos’s  speech  in  the  Chamber  on 
the  18th  November,  1931,  which  suggested  that  the  latest  chapter 
in  the  history  of  Cyprus  might,  after  all,  have  a  happy  ending. 

I  feel  it  my  duty,  addressing  myself  to  the  Greek  islanders,  to  explain 
to  them  that  if  the  Great  Powers,1  whose  subjects  they  happen  to  be, 
maintain  that  material  interests  of  theirs  are  dependent  on  the  continu¬ 
ance  of  the  island’s  occupation,  there  is  no  power  which  could  alter  their 
attitude.  It  is  only  if  Great  Britain  were  to  be  convinced  either  that 
Cyprus  is  of  no  more  use  to  her  or  that  the  strategic  advantages  derived 
from  the  occupation  of  the  island  could  be  secured  to  her  by  the  reten¬ 
tion  of  a  small  part  of  it — only  then  would  there  be  any  possibility  of 
the  islanders’  nationalistic  demand  meeting  with  a  favourable  reception, 
and  this  on  the  additional  condition  that  the  relations  of  the  population 
with  the  Sovereign  Power  were  sufficiently  smooth  to  avoid  giving  the 
impression  that  Great  Britain  has  yielded  to  violence.  .  .  . 

If  Great  Britain  likes  to  regard  the  question  as  a  closed  question,  it 
cannot  be  but  closed.  Yet,  after  addressing  myself  to  the  Cypriot  people 
and  speaking  to  them  in  rather  a  hard  and  painful  manner,  I  thought  I 
was  equally  justified  in  adding  that  the  question  of  the  realization  of 
the  Cypriot  demands  is  not  a  closed  question  in  my  estimation. 

1  In  using  the  plural.  Monsieur  Venizelos  was  apparently  referring  to  Italy, 
in  respect'of  the  Dodecanese,  as  well  as  to  Great  Britain  in  respect  of  Cyprus. 
—A.  J.  T. 
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Of  one  thing  I  am  certain ;  the  violent  agitations  in  Cyprus  cannot 
promote  the  Cypriot  cause.  We  cannot  hope  for  such  a  noble  gesture 
on  the  part  of  the  British  Government  in  recognition  of  the  Cypriots’ 
demands  so  long  as  such  a  gesture  may  be  misunderstood  abroad  as  due 
to  pressure. 

An  Historical  Note  on  the  *  Greekness  ’  of  Cyprus 

In  the  conflict  between  the  British  Government  and  the  Cypriot  Greek 
nationalists  over  the  political  future  of  Cyprus,  one  of  the  chief  contro¬ 
versial  questions  was  that  of  the  extent  and  the  degree  to  which  a  desire 
for  political  separation  from  the  British  Empire  and  for  political  union 
with  the  Republic  of  Greece  was  entertained  by  the  living  generation  of 
Cypriots  whose  mother-tongue  was  Greek  and  whose  religion  was  Greek 
Orthodox  Christianity.  Though  this  was  a  question  of  fact,  the  facts  here 
in  question  were  not  easy  to  ascertain  with  exactitude  because  they  were 
facts  of  a  psychological  order.1  There  was,  however,  another  and  quite 
distinct  question  of  fact  which  had  been  imported  into  the  controversy: 
the  question  whether  the  Greek- speaking  Orthodox  Christian  Cypriots 
were  historically  true  Greeks  in  the  same  sense  as  the  contemporary  Greeks 
of  Greece  (i.e.  the  Greek-speaking  Orthodox  Christian  inhabitants  of 
territories  which,  at  this  time,  belonged  politically  to  the  Greek  Republic). 
This  second  question  was  perhaps  somewhat  academic  as  compared  with 
the  first  from  the  standpoint  of  the  current  political  issue.  On  the  other 
hand,  it  was  an  easier  question  to  answer  with  precision,  because  the  facts 
here  in  question  were  not  psychological  but  material.  The  question  re¬ 
solved  itself  into  two  concrete  inquiries :  At  what  date  did  Greek  become 
the  prevalent  language  in  Cyprus  ?  And  was  the  Greek-speaking  popula¬ 
tion  of  Cyprus  of  the  same  racial  origin  as,  or  of  different  racial  origin  from, 
the  Greek-speaking  population  of  territories  which,  in  a.i>.  1931,  were 
under  the  Greek  national  flag  ? 

On  the  former  point  we  have  the  evidence  of  Ancient  Greek  inscriptions 
in  Cyprus,  of  the  geographical  distribution  of  Ancient  Greek  dialects,  and 
of  Assyrian  and  Egyptian  and  Hittite  historical  records.  On  the  latter 
point  we  can  obtain  indirect  light  from  our  evidence  on  the  former  point. 

The  earliest  Greek  inscriptions  in  Cyprus  are  conveyed  not  in  the  ordinary 
Greek  alphabet  (which  was  borrowed  from  the  Phoenician)  but  in  a  pecu¬ 
liar  local  syllabary  (which  appears  to  have  been  adapted  from  one  of  the 
scripts  current  in  Crete  in  the  pre-Hellenic  or  Minoan  Age).  The  Greek 
inscriptions  conveyed  in  this  syllabary  which  have  been  discovered  by 
modern  archaeologists  come  from  every  part  of  Cyprus,  with  a  preponder¬ 
ance  of  finds  in  the  west  (especially  at  Paphos)  and  in  the  interior  (especi¬ 
ally  at  Idalion  and  Golgoi).  The  inference  is  that  the  form  of  Greek  em¬ 
ployed  in  these  inscriptions  was  the  prevalent  language  in  Cyprus  at  the 
time  when  the  inscriptions  were  cut ;  and  the  archaeologists  attribute  them 
to  the  fifth  and  fourth  centuries  b.c.2 

The  evidence  for  the  prevalence  of  the  Greek  language  in  Cyprus  is 
carried  back  rather  more  than  two  centuries  farther  than  this  by  an  official 

1  On  this,  see  pp.  363-5,  above. 

*  See  A.  Thumb,  Handbuch  der  Griechischen  Dialekte  (Heidelberg,  1909, 
Winter),  p.  vii  (a  table  of  the  syllabary)  and  pp.  279-96. 
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record  of  a  King  of  Assyria.  In  673  b.c.,  ‘the  kings  of  Cyprus,  nine  Greeks 
and  one  Phoenician,  tendered  their  homage’  to  Esarhaddon.  ‘They  were: 
Aigisthos  of  Idalion,  Pythagoras  of  Chytroi,  Keisos  or  Kissos  of  Salamis, 
Etewandros  of  Paphos,  Heraios  of  Soloi,  Damasos  of  Kourion,  Admetos  of 
Tamassos,  Onesagoras  of  Ledra,  Pytheas  of  Nure  (Aphrodision),  and 
Damusi  (the  only  Phoenician)  of  Kartikhadasti  (Kition?).  .  .  .  The  fact  of 
only  a  single  Phoenician  king  appearing  in  Cyprus  at  this  time  is  signifi¬ 
cant:  the  Phoenicians  never  had  much  power  in  the  island,  which  was 
always  predominantly  Greek,  as  it  is  to  this  day.’ 1 

If  we  now  inquire  how  long  before  the  year  673  B.c.  the  then  already 
attested  prevalence  of  the  Greek  language  in  Cyprus  had  actually  been 
established,  a  general  study  of  the  dialect-map  of  the  Ancient  Greek 
language  shows  that  the  introduction  of  the  ancient  Cypriot  dialect  of 
Greek  into  Cyprus  must  have  been  prior  to  the  last  convulsion  (the  so- 
called  Dorian  invasion)  in  the  Volkerwanderung  which  intervened  (c.  1425- 
1 125  b.c.)  between  the  end  of  Minoan  history  and  the  beginning  of  Hellenic. 
This  evidence  from  the  dialect-map  has  been  well  summarized  as  follows : 

‘No  two  dialects,  not  even  Attic  and  Ionic,  belong  together  more  ob¬ 
viously  than  do  those  of  Arcadia  and  the  distant, Cyprus.  They  share  in  a 
number  of  notable  peculiarities  which  are  unknown  elsewhere.  This  is  to 
be  accounted  for  by  the  fact  that  Cyprus  was  colonized,  not  necessarily 
or  probably  from  Arcadia  itself,  as  tradition  states,  but  from  the  Pelo¬ 
ponnesian  coast,  at  a  time  when  its  speech  was  like  that  which  in  Arcadia 
survived  the  Doric  migration.  This  group  represents  beyond  question  the 
pre-Doric  speech  of  most  of  the  Peloponnese.’2 

At  what  stage  of  the  Volkerwanderung  of  c.  1425-1125  B.c.  did  this 
ancient  Greek  colonization  of  Cyprus  take  place  ?  Contemporary  Egyptian 
records  show  that  the  Volkerwanderung  took  the  form  of  a  series  of  succes¬ 
sive  waves  of  migration.  Archaeological  evidence  shows  that  one  of  the 
earliest  of  these  waves  deposited  in  Cyprus  a  population  uprooted  from 
the  Aegean  area.  Was  this  first  wave  of  immigration  into  Cyprus  from  the 
Aegean  already  a  Greek  wave  ?  Or  did  the  Greek  wave  not  come  till 
towards  the  end  of  the  migration  period  ?  The  latter  view  used  to  be  held 
by  scholars.  Mr.  H.  R.  Hall,  for  example,  in  a  work  published  in  1913 
which  has  already  been  cited,  dates  the  Greek  colonization  of  Cyprus  at  the 
turn  of  the  thirteenth  and  twelfth  centuries  B.c. 

‘A  mixed  body  of  Peloponnesians,  Ionians,  Kythnians,  Arcadians,  and 
Laconians  took  ship  across  the  sea  and  appeared  in  the  midst  of  the 
probably  non-Greek  Minoan  colonists  of  Cyprus,  who  had  established  them¬ 
selves  there  some  two  centuries  before.  These  second  colonists  from  Greece 
brought  with  them  a  Peloponnesian  dialect  of  Greek,  which  thenceforth 
became  the  language  of  the  island.’3 

Since  the  passage  just  quoted  was  written,  the  new  evidence  derived 
from  Hittite  records  of  the  second  millennium  b.c.  has  led  scholars  to 
assign  higher  dates  to  the  first  appearance  of  Greeks,  and  of  the  Greek 
language,  first  in  the  Aegean,  then  along  the  south  coast  of  Anatolia,  and 

1  H.  R.  Hall,  The  Ancient  History  of  the  Near  East  (first  edition,  London, 
1913,  Methuen),  p.  496,  text  and  footnote. 

2  C.  D.  Buck,  An  Introduction  to  the  Study  of  the  Greek  Dialects  (Boston, 

1910,  Ginn),  p.  6.  3  Hall,  op.  cit.,  pp.  68-9. 
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finally  in  Cyprus.  As  the  latest  authoritative  expression  of  opinion  on  this 
matter,  we  may  take  the  second  edition  of  the  second  volume  of  Eduard 
Meyer’s  Geschichte  des  Altertums.  In  the  first  instalment  of  this  edition  of 
this  volume,  which  was  published  in  1928,  Meyer  dates  the  Greek  coloniza¬ 
tion  of  Cyprus  immediately  after  1400  b.c.  on  the  archaeological  evidence, 
and  adds  that  ‘  the  archaeological  finds  bear  out  the  evidence  afforded  by 
language,  by  the  cult  of  Apollo  Amyklos,  and  by  the  name  of  the  town 
Lakedaimon  in  the  interior  of  the  island.  The  name  of  the  Achaeans  was 
also  preserved  in  Cyprus  in  several  contexts.  .  .  .  The  intimate  relation 
(enge  Verbindung)  in  which  the  island  has  stood  to  the  Aegean  World  since 
a  high  antiquity  comes  out  in  the  fact  that  the  Dove-Goddess,  whose  cult 
and  image  we  have  come  across  in  Crete  and  Mycenae,  is  identified  with 
the  great  goddess  of  Cyprus  and  is  called  after  the  island:  “Cypris”, 

‘  ‘  Cyprogeneia  ” .  ’ 1 

In  the  second  instalment  of  the  same  edition  of  the  same  volume,  which 
was  published  posthumously  in  1931,  Meyer  remarks  that  the  Greek  colonists 
came  to  Cyprus  before  the  Phoenician :  the  Greeks,  towards  the  end  of  the 
Mycenaean  Age,  the  Phoenicians  not  until  the  eleventh  century  b.c.  'The 
contrast  between  the  Greek  and  the  Phoenician  colonization  comes  out 
very  sharply.  The  Phoenicians  occupy  two  points  on  the  coast  as  stations 
for  trading  with  the  indigenous  population  ;  on  the  other  hand,  the  Greeks 
not  only  occupied  almost  the  whole  of  the  coastline  of  the  island  but  also 
colonized  the  great  plain  in  the  interior  and  from  there  made  themselves 
masters  of  the  copper-workings  of  Idalium  and  Tamassos.’2  The  two 
colonies  which  the  Phoenicians  succeeded  in  planting  in  Cyprus  were 
Kition  and  Lapethos;  the  pre-Phoenician  and  pre-Greek  population  of 
Cyprus  survived  unhellenized  down  to  Classical  times  in  one  place  and  one 
only :  Amathus.  The  whole  of  the  rest  of  the  island  was  hellenized  by  the 
Greek  colonists  whose  advent  in  Cyprus  is  to  be  dated,  on  the  latest 
authoritative  view,  as  early  as  the  fourteenth  century  b.c. 

This  testimony  from  scholars  is  weighty,  because  in  their  minds,  when 
they  were  forming  their  opinions,  the  question  of  the  ‘Greekness’  of 
Cyprus  was  a  purely  scientific  and  academic  question,  and  they  gave  their 
answers  without  any  thought  of  their  bearing  upon  current  political 
controversies. 

1  Meyer,  op.  cit.,  pp.  552-5. 


2  Op.  cit.,  pp.  86-7. 


PART  IV 

THE  FAR  EAST  AND  THE  PACIFIC 

(i)  Introduction. 

In  the  preceding  volume  of  this  series,  it  has  been  suggested1  that 
the  year  1930  witnessed  a  re-shift  of  the  storm-centre  of  international 
affairs  from  the  Pacific  to  Europe,  whence  the  centre  of  disturbance 
had  shifted  to  the  Pacific  some  ten  years  earlier,  after  the  close  of  the 
General  War  of  1914-18.  While  that  volume  was  in  the  press,  the 
suggestion  was  contradicted  by  the  Japanese  coup  of  the  18th-19th 
September,  1931,  in  Manchuria;  and,  at  the  turn  of  the  calendar 
years  1931  and  1932,  the  military  and  diplomatic  sequels  of  this  high¬ 
handed  Japanese  act  were  commanding  the  anxious  attention  of  the 
whole  world.  The  truth  was  that,  in  the  course  of  the  year  1931,  the 
World  of  Men  was  swept  by  a  social  storm  which,  like  the  Great  War 
itself,  was  all-embracing  in  its  range.  Before  the  year  was  out,  the 
fury  of  this  new  tempest  was  being  felt  all  over  the  face  of  the  planet : 
in  the  Far  East  and  in  Europe  and  in  America  and  in  India  and  in 
Australasia.  This  time,  there  was  no  relief  of  tension  in  Europe  to 
compensate  for  the  new  and  violent  accentuation  of  tension  in  the  Far 
East ;  but  these  two  regions,  between  which  the  storm-centre  of  the 
world  had  oscillated  during  the  previous  twenty  years,  now  stood  out, 
on  a  par  with  each  other,  as  the  most  critical  points  in  a  world-wide  crisis . 

In  the  Far  East  in  1931,  the  lineaments  of  the  world-crisis  were  writ 
large  upon  the  face  of  China  and  Japan  alike. 

The  face  of  China  reflected  the  paradoxical  combination  of  inepti¬ 
tude  with  ability  which  was  characteristic  of  the  whole  world  at  the 
time ;  and,  in  this  Chinese  reflection,  the  essence  of  that  world-wide 
paradox  was  thrown  into  relief  by  a  touch  of  caricature,  which  had 
the  same  disconcertingly  revealing  effect  that  is  sometimes  produced 
by  the  distorted  image  of  a  human  countenance  in  a  convex  mirror. 
The  contrast  between  the  admirable  energy  and  skill  and  courage  of 
millions  of  men  and  women  in  private  stations  and  the  lamentable 
failure  of  their  leaders  to  bring  these  individual  efforts  to  fruition  by 
co-ordinating  them  for  common  social  ends ;  the  gulf  between  the 
ideal  of  a  great  society  and  the  habit  and  practice  of  a  narrow 
and  barbarous  parochialism ;  the  sterilization  of  potential  economic 
wealth  by  incurable  political  confusion ;  the  amazing  clashes  of  a  rare 
sense  of  humanity  with  crude  resorts  to  violence  and  of  an  expert 

1  On  pp.  1-5. 
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capacity  for  organization  with  lapses  into  sheer  anarchy :  almost  all 
these  conflicts  and  contrasts,  which  were  the  maladies  of  the  con¬ 
temporary  world  and  the  causes  of  the  world-crisis,  were  being 
manifested  in  China  in  forms  which  magnified,  without  really  mis¬ 
representing,  their  natures.  In  fact,  China  in  1931  was  an  epitome, 
in  caricature,  of  the  planet. 

The  aspiration  towards  better  things  which  was  cherished  in  China 
(up  to  a  point),  and  the  capacity  which  existed  (up  to  a  point)  in  the 
Western  World  for  meeting  China’s  needs,  were  both  aptly  illustrated 
by  the  relations  between  the  Central  Government  of  the  Chinese 
Republic  at  Nanking  and  the  organs  of  the  League  of  Nations  at 
Geneva  during  the  years  1930  and  1931. 

The  Director  of  the  Health  Section  of  the  League  Secretariat, 
Dr.  Rajchman,  had  visited  China,  at  the  Chinese  Government’s 
request,  in  the  autumn  of  1929;  and  proposals  from  the  Chinese 
Government  for  collaboration  with  the  League  in  this  field  of  social 
activity  were  accepted  by  the  Health  Committee  of  the  League  at 
a  special  session  held  on  the  5th-8th  March,  1930,  and  were  approved 
by  the  Council — with  the  warm  support  of  the  Japanese  representa¬ 
tive,  among  others — on  the  14th  May.  Reports  on  the  work  which 
had  in  consequence  been  put  in  hand  in  China  were  received  by  the 
Health  Committee  during  its  sixteenth  session  on  the  29th  September 
-7th  October,  1930;  and  on  the  4th  December  of  that  year  Dr. 
Rajchman  left  Europe  for  China  on  a  second  visit  at  the  Chinese 
Government’s  invitation. 

Thereafter,  the  League  Council,  during  its  sixty-second  session 
(19th-24th  January,  1931),  gave  its  authorization — again  at  the 
Chinese  Government’s  request — for  a  brief  visit  to  be  paid  to  China 
by  the  Director  of  the  Economic  and  Financial  Section  of  the 
Secretariat,  Sir  Arthur  Salter,  and  the  Director  of  the  Transit  Section, 
Monsieur  Robert  Haas  (a  decision  which  was  warmly  supported  by 
the  Japanese  representative,  Mr.  Yoshizawa,  whose  name  afterwards 
became  notorious  in  a  more  invidious  context).  On  the  19th  May  the 
Council  (once  more  with  hearty  Japanese  concurrence)  acceded  to 
a  further  request  from  the  Chinese  Government  for  the  benefit  of 
advice  from  the  League’s  Technical  Organizations ;  and  towards  the 
end  of  August  1931,  in  pursuance  of  this  scheme,  a  League  of  Nations 
Mission  left  for  China — including  the  League  Medical  Director,  the 
personal  assistant  of  the  Secretary-General,  and  four  educational 
experts.  At  about  the  same  time,  a  mission  consisting  of  two  experts1 

1  One  of  these  two  experts  was  Dame  Adelaide  Anderson,  who  had  visited 
China  on  technical  missions  twice  already  during  the  post-war  period. 
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was  sent  to  China  by  the  International  Labour  Office  to  assist  the 
Chinese  Government  in  organizing  a  factory  inspection  service. 

China  turned  to  the  League  once  again  for  help  in  the  national 
emergency  which  arose,  in  August  1931,  from  the  overwhelming 
physical  catastrophe  of  the  Yangtse  floods.  The  Chinese  National 
Health  Administration  requested  the  Health  Organization  of  the 
League  to  arrange  for  concerted  international  action  to  prevent  the 
epidemics  which  threatened  the  flooded  regions ;  and  the  Chinese 
Government  themselves  requested  the  League  Council,  by  cable,  for 
the  assistance  of  a  League  expert  in  organizing  the  urgently  necessary 
relief  work.  The  League  Assembly,  during  its  Twelfth  Session  in 
September  1931,  launched  a  general  appeal  to  men  and  women 
throughout  the  world  to  show  by  action  their  sympathy  with  the 
victims  of  the  catastrophe ;  and  in  another  resolution  it  invited  all 
states  to  respond,  as  far  as  lay  in  their  power,  to  any  request  for 
measures  of  relief  in  co-operation  with  the  League,  while  it  requested 
the  Council  to  take  the  necessary  steps  to  render  such  co-operation 
effective.  Thereupon,  the  Council  made  the  necessary  arrangements 
to  carry  out  the  Assembly’s  instructions.  On  the  8th  October,  1931, 
Sir  John  Hope  Simpson1  left  Geneva  for  China  to  serve  as  Director- 
General  of  the  Chinese  National  Flood  Relief  Commission. 

In  the  emergency  arising  from  the  Yangtse  floods,  China  was 
cordially  and  effectively  assisted  not  only  by  the  League  of  Nations, 
in  the  ways  indicated  above,  but  also  by  the  United  States.  On  the 
Chinese  Government’s  initiative,  negotiations  were  entered  into 
between  Nanking  and  the  Federal  Farm  Board  at  Washington  for 
the  purchase,  on  easy  terms  of  credit,  of  approximately  15,000,000 
bushels  of  wheat  held  by  the  United  States  Grain  Stabilization 
Corporation ;  and  the  conclusion  of  an  agreement  was  announced  on 
the  4th  September,  1931. 2 

In  the  world-wide  endeavours  to  help  China  in  her  distress,  a 
prominent  part  was  once  again  taken  by  the  Japanese.  On  the 
21st  August,  1931  (that  is,  less  than  a  month  before  the  Japanese 
coup  de  main  in  Manchuria  on  the  18th-19th  September),  it  was 
announced  in  Tokyo  that  the  Emperor  of  Japan  had  given  100,000  yen 
(£10,000  at  gold  parity)  for  the  relief  of  the  victims  of  the  Yangtse 
floods  ;  and  at  a  meeting  held  in  the  same  place  on  the  same  date,  and 
attended  by  the  Japanese  Minister  for  Finance  and  Minister  for 
Foreign  Affairs,  as  well  as  by  the  heads  of  the  principal  firms  in 

1  For  Sir  John  Hope  Simpson’s  previous  services  to  the  League  of  Nations 
and  to  the  British  Government,  see  the  Survey  for  1930,  pp.  288-9. 

2  For  the  terms,  see  the  United  States  Daily,  27th  September,  1931. 
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Japan,  it  was  decided  to  raise  a  Japanese  national  relief  fund  on 
a  large  scale.1 

‘The  gulf  between  the  ignorant  improvidence  and  the  intelligent 
management  of  which  human  nature  is  capable  is  indeed  profound, 
not  only  in  private  life  but  in  public  affairs.’  These  words,  which 
might  well  have  been  written  as  a  commentary  upon  the  history  of 
China  in  particular,  and  of  the  world  in  general,  in  the  year  1931 
of  the  Christian  Era,  were  actually  written  by  an  Ancient  Greek 
historian  in  his  record  of  the  year  227  b.c.  In  that  year,  the  City  of 
Rhodes  had  been  smitten  by  an  earthquake  which,  scale  for  scale, 
was  a  natural  disaster  comparable  to  the  Chinese  floods  of  a.d.  1931 ; 
and  on  that  occasion,  likewise,  all  the  states  members  of  the  great 
society  to  which  the  afflicted  community  belonged  had  borne  practical 
testimony  to  the  essential  solidarity  of  Mankind  by  vying  with  one 
another  in  their  endeavours  to  bring  relief  to  fellow  men  stricken 
down  by  the  blind  violence  of  Physical  Nature.  The  episode  moved 
Polybius 2  to  reflect  upon  the  extraordinary  and  intolerable  contrast 
between  the  reasonableness  and  efficiency  and  good  will  which  on  this 
occasion  were  evoked  spontaneously,  throughout  the  world  of  the 
day,  on  behalf  of  the  human  victims  of  a  sudden  natural  calamity, 
and  the  envy,  hatred,  malice  and  all  uncharitableness  which  were 
the  normal  spirit  of  international  relations  in  the  Ancient  (as  in  the 
Modern)  World,  and  which  duly  brought  forth  their  fruits  by  breeding 
war  after  war  until,  in  the  end,  that  world  found  a  peace  of  exhaustion 
in  a  Roman  ‘knock-out-blow’. 

This  unresolved  contradiction  between  the  gross  evil  and  the  rare 
goodness  in  human  nature,  which  thus  perplexed  the  mind  of 
Polybius  when  he  was  writing  the  history  of  the  year  227  b.c.,  would 
assuredly  have  perplexed  his  mind  no  less  if  he  had  been  recalled  to 
life  in  order  to  write  the  history  of  a.d.  1931.  For  the  actions  recited 
in  these  last  few  pages  would  give  an  exalted  notion  of  human  nature 
if  only  they  had  not  to  be  recorded  in  the  same  volume  with  the  chaos 
of  China’s  internal  life3  and  the  lawless  violence  of  Japan’s  military 
action  in  Manchuria4  and  the  poor-spirited  inadequacy  of  the 
diplomatic  gestures5  for  dealing  with  the  consequent  Sino- Japanese 

1  The  Times,  22nd  August,  1931. 

2  See  the  whole  passage  in  Polybius,  Book  V,  Chs.  88-90. 

3  See  section  (ii)  of  this  part  of  the  present  volume. 

4  See  section  (iii)  (b)  of  this  part  of  the  present  volume. 

Official  diplomacy  showed  to  less  advantage  in  this  emergency  than 
private  enterprise  in  the  handling  of  international  affairs ;  for,  while  the  states¬ 
men  hesitated  and  fumbled,  a  private  international  organization,  the  Institute 
of  Pacific  Relations,  succeeded  in  holding  a  non-official  conference  at  Shanghai 
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conflict  which  were  made  by  the  Council  of  the  League  of  Nations 
and  by  the  Government  of  the  United  States.1  Sir  John  Hope 
Simpson,  who  had  come  to  China  as  the  emissary  of  the  League  of 
Nations,  and  therefore  in  part  as  the  emissary  of  Japan,  on  a  mission 
of  humanity,  was  destined  to  see  his  Chinese  refugee  camps  bombed 
by  Japanese  fighting  planes.2  This  cold-blooded  and  purposeless 
destruction,  by  human  barbarity,  of  lives  which  had  been  barely 
saved,  by  human  charity,  from  the  mercilessness  of  Nature,  was  per¬ 
haps  the  most  shocking  incident  in  a  terrible  passage  of  history. 

The  Japanese  outbreak  of  the  18th-19th  September,  1931,  which 
gave  rise  to  this  and  other  atrocities  by  a  fatal  succession  of  events, 
came  as  an  unexpected  blow  which  took  the  world  by  surprise.  Yet 
the  movement  which  came  to  the  surface  in  this  sudden  and  violent 
fashion  was  really  a  resolution  of  hidden,  pent-up  forces  which  had 
long  been  gathering  momentum  in  the  depths  of  the  Japanese  people’s 
national  life.  In  this  aspect,  the  Japanese  coup  in  Manchuria  in 
September  1931  resembled  ‘the  break  on  Wall  Street’  in  October 
1929,  and  the  sudden  gains  of  the  ‘Nazis’  in  the  German  General 
Election  of  the  14th  September,  1930,  and  the  revolutions  in  Latin 
America  in  1930  and  1931,  and  the  debacle  of  the  British  Labour  Party 
in  the  British  General  Election  of  the  27th  October,  1931 — a  violent 
redistribution  of  political  power  in  Great  Britain  which  was  followed, 
like  the  corresponding  change  in  Japan,  by  a  proportionately  violent 
reversal  of  an  established  national  policy.  In  each  of  these  local 
political  convulsions,  the  omnipresent  pressure  of  a  world-wide 
economic  depression  was  finding  its  vent. 

The  Japanese  coup  of  the  18th-19th  September,  1931,  in  Manchuria 
had,  of  course,  its  military  sequel  on  Chinese  soil ;  and  the  course  of 
these  military  operations,  down  to  the  turn  of  the  calendar  years  1931 
and  1932,  is  described  in  the  present  part  of  this  volume  below.3  Of 
equal  significance  was  the  political  effect  of  the  military  coup — not 
in  Manchuria  but  in  Japan — in  wrenching  the  direction  of  Japanese 
foreign  policy  out  of  a  course  which  it  had  been  following  for  a  decade, 
since  the  time  of  the  Washington  Conference  (12th  November,  1921- 
6th  February,  1922) 4  and  the  withdrawal  of  the  Japanese  troops  from 

on  the  21st  October-2nd  November  at  which  Chinese  and  Japanese  met  in 
round  table  conferences  and  exchanged  ideas  like  rational  beings  at  a  time 
when,  elsewhere,  their  respective  countrymen  were  flying  at  one  another’s 
throats.  1  See  section  (iii)  ( b )  (4)  below. 

2  See  a  telegram  from  Sir  John  Hope  Simpson  transmitted  to  the  Secretary- 
General  of  the  League  of  Nations  by  the  Chinese  delegation  on  the  11th  Feb¬ 
ruary,  1932  (text  in  League  of  Nations  Official  Journal,  March  1932,  Part  1, 
p.  400). 

3  Section  (iii)  ( b )  (2).  4  Survey  for  1920-3,  Part  VI,  section  (iv). 
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the  Russian  Maritime  Province  on  the  25th  October,  1922,1  and  from 
the  Chinese  Province  of  Shantung  on  the  17th  December,  1922.- 

During  this  decade,  ending  in  September  1931,  the  Japanese 
Government  had  been  studiously  and  persistently  sailing  on  the 
opposite  tack  to  the  militant  course  which  they  had  followed  in  the 
immediately  preceding  phase  that  had  begun  with  the  outbreak  of 
the  General  War  of  19 14-1 8. 3 

Japan  had,  of  course,  one  imperious  and  never-ceasing  national 
problem  to  solve :  the  problem  of  providing  additional  means  of  liveli¬ 
hood,  on  a  rising  standard  of  living,4  year  by  year,  for  a  net  annual 
increase  in  her  population  which  averaged  942,200  during  the  five 
years  ending  1930  inclusive.5  This  problem  was  the  ceaseless  concern 
of  Japanese  statesmanship;  but,  in  different  phases  of  Japanese 
policy,  a  solution  was  sought  on  irreconcilably  different  lines.  The 
tactics  of  conquest  and  colonization,  which  had  been  pursued  from 
1914  to  1921,  were  superseded,  from  1922  to  1931,  by  the  entirely 
different  tactics  of  commercial  expansion  and  political  good- 
neighbourliness.  During  these  latter  years,  the  Japanese  Government 
and  people  set  themselves  to  provide  for  Japan’s  rankly  growing 
population  by  acquiring  for  Japan  an  increasing  share  in  an  increasing 
aggregate  turn-over  of  international  trade.  And  they  accepted  the 
logical  political  consequences  of  this  economic  programme. 

They  realized  that  this  enterprise  of  sustained  industrial  and  com¬ 
mercial  expansion  could  only  be  attempted  with  any  chance  of 
success  by  a  Japan  which,  on  the  political  plane,  was  pursuing — and 
was  recognized  by  her  neighbours  to  be  pursuing — a  genuine  policy 
of  peace  in  harmony  with  the  spirit  of  a  deliberately  pacific  world 
order.  And  Japan,  in  this  phase  of  her  history,  gave  impressive 

1  Survey  for  1920-3,  Part  IV,  section  (ii). 

2  Survey  for  1920-3,  pp.  462-3.  For  the  temporary  Japanese  occupation  of 
the  Tsingtao-Tsinanfu  Railway  Zone  in  1927  and  1928  see  the  Survey  for  1928, 
Part  IV,  Section  (ii)  (a)  and  the  Survey  for  1929,  pp.  314-15. 

3  For  the  orientation  of  Japanese  foreign  policy  during  the  decade  ending  in 
the  autumn  of  1931,  see  the  Survey  for  1926,  pp.  385-95. 

4  In  1926-7  the  average  income  of  a  working-class  family  was  94-31  yen  a 
month  (about  £9  5s.  0)  and  real  wages  had  been  rising  since  1921.  The  Japanese 
wage-earner’s  standard  of  living,  however,  had  risen  more  rapidly  than  that 
of  the  farmer,  who  was  working  under  diminishing  returns  and  could  not  make 
a  living  by  growing  rice  unless  he  had  some  other  occupation,  usually  the 
raising  of  silk-cocoons.  There  was  a  steady  demand  from  the  United  States  for 
this  increasing  production  of  silk  until  the  world  crisis,  when  the  value  of 
Japanese  exports  of  raw  silk  to  the  United  States  fell  from  $348,229,000  in 
1929  to  $196,925,000  in  1930.  On  this  point  see  W.  R.  Crocker:  The  Japanese 
Population  Problem  (London,  1930,  Allen  &  Unwin). 

5  League  of  Nations:  International  Statistical  Year  Boohs,  1929  (1930.  ii.  10) 
and  1930-1  (1931.  HA.  16). 
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evidence  of  her  will  to  peace  in  a  number  of  practical  ways:  in  her 
acquiescence  in  the  lapse  of  the  Anglo-Japanese  alliance  J  in  her 
decision  to  withdraw  her  troops  from  Vladivostok2  and  from  Tsing- 
tao  ;3  in  her  dignified  self-restraint  in  face  of  the  provocative  American 
immigration  (exclusion)  clause  of  1924  ;4  and  not  least  in  her  delibe¬ 
rate  practice  of  non-retaliation  to  Chinese  provocation  on  certain 
notable  occasions:  for  instance,  on  the  occasion  of  the  Nanking 
outrages  of  1927,  when  the  Japanese  were  decidedly  less  militant  in 
their  own  self-defence  than  either  the  American  or  the  British.5 
During  the  same  period,  Japan  showed  herself,  as  far  as  it  came  her 
way,  in  the  guise  of  an  exemplary  member  of  the  League  of  Nations. 
This  was  a  remarkable  record  of  good  citizenship  in  the  international 
life  of  the  great  world  society ;  and  the  contrast  between  this  record 
and  the  new  course  of  Japanese  policy  on  and  after  the  18th  Septem¬ 
ber,  1931,  is  remarkable  in  proportion.  What  was  the  explanation 
of  this  Japanese  volte  face  ? 

The  immediate  explanation  lies,  of  course,  in  the  fact  that  political 
power  in  Japan  was  suddenly  snatched  from  its  lawful  holders  by  the 
High  Commands  of  the  Japanese  army  and  navy,  who  began  by 
imposing  their  will  upon  the  Civil  Government  in  office  and  then  went 
on  to  make  and  unmake  Cabinets  according  to  their  liking ;  but  this 
explanation  does  not  go  very  deep.  It  has  still  to  be  explained  why 
statesmen  of  the  calibre  of  a  Shidehara  and  an  Inouye  found  them¬ 
selves  suddenly  unable,  at  this  point,  to  resist  dictation  from  Generals 
and  Admirals  after  having  been  able  to  act  as  the  effective  Govern¬ 
ment  of  Japan  for  a  number  of  years.  And  it  has  also  to  be  explained 
why  the  high-handed  behaviour  of  the  military  and  naval  High 
Commands  was  not  only  supported  but  outrun  by  the  criminal 
violence  of  a  band  of  terrorists  who  made  a  series  of  murderous 
assaults — most  of  them,  unhappily,  successful — upon  the  lives  of 
a  number  of  distinguished  representatives  of  the  late  civilian  consti¬ 
tutional  regime.6  Though  the  soldiers  had  been  the  rulers  in  Japan 
during  the  greater  part  of  Japanese  history,  after  as  well  as  before 
the  Imperial  Restoration  of  a.d.  1868,  their  prestige  had  been  under 

1  See  the  Survey  for  1920-3,  pp.  484-90. 

2  Op.  cit.,  pp.  443-4. 

3  Op.  cit.,  pp.  462-3. 

4  See  the  Survey  for  1924,  Part  I  B,  section  (ii). 

5  See  the  Survey  for  1927,  Part  III,  section  (iii)  (c). 

6  On  the  27th  August,  1931,  Mr.  Hamaguchi  died  from  injuries  received  on 
the  14th  November,  1930.  Mr.  Inouye  was  shot  on  the  9th  February,  1932,  and 
Baron  Takuma  Dan,  General  Director  of  the  Mitsui  firm,  was  assassinated  on 
the  5th  March,  1932.  On  the  15th  May  military  and  naval  officers  and  cadets 
shot  the  Prime  Minister,  Mr.  Inukai,  and  committed  bomb  outrages  in  Tokyo. 
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eclipse  and  their  power  at  a  low  ebb  since  the  failure  of  the  Siberian 
expedition  of  1918-22  had  been  sealed  on  the  25th  October,  1922, 
by  the  withdrawal  of  the  last  Japanese  troops  from  Vladivostok. 
On  that  occasion,  perhaps  for  the  first  time  in  modern  Japanese 
history,  the  soldiers  had  found  themselves  exposed  to  public  criticism 
and  had  experienced  the  effects  of  an  adverse  public  opinion.  It  may 
be  conjectured  that  their  sudden — and,  as  it  proved,  successful — 
re-entry  into  the  political  arena  in  the  autumn  of  1931  was  timed 
on  a  calculation  that  public  opinion  had  veered  round  once  again ; 
and  the  sequel  indicated  that  this  calculation  was  correct,  since  the 
Japanese  army  and  navy  could  hardly  have  dominated  the  Japanese 
Civil  Government  and  set  the  whole  world  at  defiance  as  they  did  if, 
at  this  stage,  Japanese  public  opinion  had  not  at  any  rate  acquiesced 
once  more  in  a  militant  policy,  short  of  actively  desiring  it. 

On  this  showing,  the  volte-face  in  Japanese  policy  in  the  autumn 
of  1931  has  to  be  explained  by  finding  some  force  at  work  which  will 
account  adequately  for  a  revulsion  of  public  opinion  of  the  magnitude 
that  is  indicated ;  and  a  convincing  explanation  is  provided  by  the 
statistics  of  Japan’s  foreign  trade.  A  glance  at  the  following  table, 
which  shows  the  annual  volume  of  Japanese  trade  year  by  year,  from 
1923  to  1931  inclusive,  will  make  it  evident  why  the  policy  of  Baron 
Shidehara  and  Mr.  Inouye  was  abandoned  by  Japan  in  the  autumn 
of  1931  after  having  been  in  the  ascendant  for  some  ten  years 
previously. 

Japanese  International  Trade.1 

Special  Trade,  Merchandize  only  (in  millions  of  Yen). 

Year  1923  1924  1925  1926  1927  1928  1929  1930  1931 

Imports  1,943  2,407  2,487  2,305  2,099  2,133  2,169  1,507  1,206 

Exports  1,409  1,761  2,220  1,972  1,912  1,909  2,100  1,430  1,118 

These  figures  sufficiently  explain  why,  in  September  1931,  the 
policy  of  attempting  to  provide  for  Japan’s  growing  population  by 
the  expansion  of  Japan’s  foreign  trade  was  abandoned.2  £  The 

1  League  of  Nations,  Memorandum  on  International  Trade,  1912—26,  vol.  ii 
(1927.  ii.  68u);  Memorandum  on  International  {Trade,  1927—9,  vol.  iii  (1930.  ii. 
54m) ;  Memorandum  on  International  Trade,  1930,  vol.  iii  (1931.  Ha.  28ili). 

2  An  American  authority  who  was  good  enough  to  read  this  passage  in  draft 
offers  the  following  comment: 

‘I  should  add  to  the  world  economic  depression,  as  a  cause  of  Japanese  loss 
of  confidence  in  the  Japanese  Government’s  trade  expansion  policy,  the  Smoot 
Hawley  Tariff  in  the  U.S.  [which  was  introduced  into  Congress  on  the  7th 
May,  1929,  and  came  into  effect  on  the  18th  June,  1930].  Congress  ignored  the 
perfectly  reasonable  representations  of  Japanese  business  men  which  were 
submitted  by  the  Japanese  Government  to  the  State  Department ;  and  this 
convinced  Japanese  opinion  that  any  legitimate  advances  [of  Japanese  trade] 
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intelligent  management  of  which  human  nature  is  Capable,’  as 
exemplified  in  the  statesmanship  of  a  Shidehara  and  an  Inouye,  had 
been  frustrated  by  the  play  of  collective  social  forces  which  were 
operating  in  a  world-wide  field  on  so  vast  a  scale  that  they  had  the 
effect  of  blind  impersonal  movements  against  which  the  utmost 
efforts  of  national  statesmanship  seemed  of  no  avail.  Racked  by  the 
remorseless  turning  of  the  economic  screw  in  the  long-drawn-out 
course  of  the  world  depression,  the  Japanese  people  at  last  followed 
the  lead  of  the  Japanese  army  in  reverting  from  the  policy  of  com¬ 
mercial  expansion  to  the  policy  of  military  conquest ;  and,  in  thus 
sinking  back  into  the  well-worn  military  rut,  they  were  actuated,  to 
all  appearance,  by  sheer  despair.  They  despaired  of  continuing  the 
attempt  to  win  their  national  livelihood  in  the  economic  field,  in 
which  ‘intelligent  management’  seemed  doomed  to  frustration  by 
inhuman  forces  beyond  human  control ;  and  in  this  mood  they 
returned  to  the  primitive,  crude  expedient  of  attempting  to  hack  out 
a  livelihood  with  the  sword,  simply  because  the  sword,  however  rough 
and  clumsy  a  tool  it  might  be,  was  at  least  a  tool  which  the  human 
hand  seemed  capable  of  grasping  and  wielding  for  the  possible  attain¬ 
ment  of  human  ends. 

This  desperate  revulsion  in  J apanese  national  policy  was  a  disaster 
both  for  Japan  and  for  the  world ;  for  the  Japanese  people  were  taking 
their  violent  and  far-reaching  action  on  a  purely  negative  impulse. 
Their  disillusionment  with  one  of  two  alternative  policies  impelled 
them  to  revert  to  the  other  policy  without  pausing  to  inquire  whether 
this  militant  alternative  were  really  more  likely  to  answer  their 
national  needs  than  the  pacific  policy  which  they  were  abandoning. 
The  answer  was  given — with  little  delay  yet  all  too  late  to  make  it 
easy  for  the  Japanese  to  draw  back — by  the  sequel  to  the  coup  of 
September  1931,  which  soon  demonstrated  that  the  Japanese  High 
Command  had  imposed  upon  the  Japanese  people  by  holding  out 
prospects  which  it  was  impossible  to  realize  by  force  of  arms.  The 
Japanese  military  operations  in  Manchuria  largely  deprived  Japa¬ 
nese  trade  of  its  market  in  all  the  rest  of  China  inside  the  Great  Wall. 
The  attempt  to  break  the  Chinese  boycott  by  the  same  blood-and¬ 
iron  methods  that  had  been  employed  in  order  to  overrun  Manchuria 
was  destined  to  involve  the  Japanese  army  in  a  second  simultaneous 

in  the  American  market  would  always  be  at  the  mercy  of  United  States 
politics.’ 

On  this  point  see  further  another  American  authority,  Mr.  P.  G-.  Wright:  in 
a  paper  written  for  the  Institute  of  Pacific  Kelations  Conference  in  1931:  The 
American  Tariff  and  Oriental  Trade  (Chicago,  1931,  University  of  Chicago 
Press). 


D  d  2 


404  THE  FAR  EAST  AND  THE  PACIFIC  Part  IV 

military  campaign ;  and,  on  the  Shanghai  front,  Chinese  troops  dis¬ 
covered  for  the  first  time  that  they  were  not  incapable  of  standing  up 
to  the  Japanese  notwithstanding  a  very  great  disparity  in  the 
technical  equipment  of  the  Chinese  and  Japanese  forces  that  joined 
battle  in  this  field.1  Meanwhile,  in  Manchuria,  the  anarchy  which 
had  followed  the  sudden  violent  overthrow  of  the  previous  local 
Chinese  administration,  and  the  guerilla  warfare  in  which  the  local 
Chinese  population  began  to  engage  as  soon  as  it  had  recovered 
from  the  first  surprise  of  the  Japanese  coup  de  main,  had  the  effect  of 
seriously  diminishing  the  volume  of  Japanese  trade  and  industry  even 
in  this  section  of  China  which  Japan  had  earmarked,  for  a  quarter  of 
a  century  past,  as  her  own  economic  preserve.  By  the  time  of  writing 
— half-way  through  the  year  1932 — it  might  be  conjectured  that  many 
Japanese,  even  among  those  who  had  condoned  or  acclaimed  the 
Japanese  army’s  outbreak  in  its  first  phase,  were  secretly  desirous  of 
a  return  to  the  Ear  Eastern  status  quo  of  the  decade  ending  on  the 
18th  September,  1931. 

Of  course  such  desires  could  not  be  avowed  openly  in  J apan  at  this 
time,  when  the  civil  order  was  under  the  heel  of  militarism  and  when 
the  voice  of  reason  and  enlightenment  was  being  silenced  by  assassina¬ 
tion.  Nor,  unfortunately,  was  it  any  longer  easy  for  the  Japanese 
Government  to  slip  back  unobtrusively  into  the  Shidehara  policy, 
even  if  the  militarists  and  the  terrorists  had  covertly  signified  their 
assent.  For  the  ‘ignorant  improvidence’  of  Japanese  militarism  had 
vastly  aggravated  the  difficulties  which  the  world  economic  depres¬ 
sion  had  already  put  in  the  way  of  the  ‘  intelligent  management  ’  of 
Japanese  affairs.  When  the  Japanese  militarists  delivered  their  stroke 
at  Mukden,  they  did  not  foresee — or  did  not  pause  to  consider — that 
their  action  would  have  profound  effects  beyond  the  limits  of 
Manchuria  and  the  frontiers  of  China  and  in  regions  remote  altogether 
from  the  Far  East.  Yet  world-wide  repercussions  actually  followed, 
and  were  bound  to  follow,  because  this  Japanese  act  was  ‘an  acid 
test’  of  the  whole  world-system  of  ‘collective  security’  which  Man¬ 
kind  had  been  attempting  to  build  up  since  the  termination  of  the 
General  War  of  1914-18.  This  aspect  of  the  revolution  in  Japanese 
foreign  policy  in  the  autumn  of  1931  is  discussed  further  below,  in 
connexion  with  the  diplomatic  consequences.2  In  this  place  it  need 
only  be  recalled  that  the  sense  of  international  security,  to  which  the 
Japanese  operations  in  Manchuria  dealt  so  damaging  a  blow,  was  the 

1  The  Sino-Japanese  hostilities  in  the  Shanghai  district  in  1932  will  be  dealt 
with  in  the  Survey  for  that  year. 

2  See  the  present  part,  section  (iii)  ( b )  (1),  p.  432,  below. 
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political  expression  of  a  state  of  mind  which  took  the  shape  of  credit 
in  the  transactions  of  international  finance.1  Through  this  under¬ 
lying  but  intimate  connexion  between  credit  and  security,  the 
Japanese  coup  in  Manchuria  gave  a  formidable  impulsion  to  the 
progress  of  the  world  economic  depression  and  thus  promoted 
effectively,  if  indirectly,  the  decline  of  Japan’s  foreign  trade,  not 
only  with  Manchuria  or  with  intra-mural  China,  but  with  the 
world  at  large. 

As  for  the  eventual  political  consequences  of  the  Japanese  outbreak, 
the  possible  degree  of  their  gravity  was  foreshadowed  in  the  note 
which  the  American  Secretary  of  State,  Mr.  Stimson,  addressed  to  the 
Chinese  and  Japanese  Governments  on  the  7th  January,  1932,  and 
again  in  the  letter  addressed  by  the  same  statesman  to  the  American 
Senator  Borah  on  the  24th  February.  These  two  momentous  state 
papers,  which  will  be  discussed  in  the  next  volume  of  this  series, 
opened  up  the  possibility  that  the  Japanese  coup  of  the  18th- 19th 
September,  1931,  might  ruin  the  great  work  for  peace  in  the  Pacific 
which  had  been  begun  at  the  Washington  Conference  of  192 1-2, 2  and 
which  had  been  crowned  by  the  comprehensive  naval  limitation 
agreement  between  the  three  Oceanic  Powers  that  had  been  attained 
in  the  London  Naval  Conference  of  1930.3  If  that  catastrophe 
occurred — if  the  great  deeps  of  international  passion  in  the  Pacific 
were  broken  up  and  if  the  Japanese  Empire  and  the  four  English- 
speaking  countries  with  sea -boards  on  the  Pacific  were  launched 
again  into  a  current  of  naval  competition  and  political  hostility — 
then  the  formidable  spectre  which  statesmanship  had  sought  to 
exorcise  might  stalk  abroad  once  more.  The  Pacific  Ocean  might  be 
destined,  after  all,  to  become  the  arena  in  which  the  opposing  forces 
of  unprecedently  Great  Powers  were  to  meet  in  mortal  combat,  with 
the  mastery  of  the  world  as  the  guerdon  for  the  delivery  of  ‘the 
knock-out  blow  ’.  In  the  twentieth  century  of  the  Christian  Era,  the 
Pacific  might  play  the  role  of  the  Mediterranean  in  the  third  century 
before  Christ, 

omnia  cum  belli  trepido  concussa  tumultu 
horrida  contremuere  sub  altis  aetheris  oris, 
in  dubioque  fuere  utrorum  ad  regna  cadendum 
omnibus  humanis  esset  terraque  marique.4 

1  See  p.  60,  above. 

2  See  the  Survey  for  1920-3,  Part  VI,  section  (iv). 

3  See  the  Survey  for  1930,  Part  I,  section  (ii). 

4  Lucretius,  Be  Rerum  Raima,  Book  III,  834-7. 
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(ii)  The  Internal  Condition  of  China. 

In  1931,  as  in  previous  years,  the  foreign  relations  of  China  were 
inextricably  entangled  with  her  internal  affairs ;  and  accordingly , 
once  again,  it  is  impossible  to  avoid  introducing  some  account  of  the 
internal  condition  of  China  into  a  survey  of  international  affairs.  The 
unusual  feature  of  the  history  of  the  year  1931  is  that  this  intimate 
inter-dependence  of  external  and  internal  affairs,  which  had  been 
characteristic  of  China  for  a  number  of  years  past,  now  began  to  dis¬ 
play  itself  in  the  histories  of  many  other  countries,  including  not  only 
those  European  countries  which,  like  Germany  and  Austria,  had  been 
placed  at  the  mercy  of  their  victorious  neighbours  in  consequence  of 
their  defeat  in  the  General  War  of  1914-18,  but  also  certain  overseas 
countries  like  the  Australian  Commonwealth  and  the  United  States, 
whose  belief  in  their  own  self-sufficiency  had  recently  been  a  funda¬ 
mental  article  of  national  faith.1 

In  the  preceding  volume  the  internal  history  of  China  has  been 
carried  down  to  the  military  discomfiture  of  the  two  Northern  War- 
Lords,  Feng  Yii-hsiang  and  YenHsi-shan,inthe  latter  part  of  the  year 
1930,  in  consequence  of  the  intervention  of  the  Manchurian  War  Lord, 
‘the  Young  Marshal’  Chang  Hsiieh-liang,  on  the  side  of  Chiang 
Kai-shek,  the  military  and  political  head  of  the  Kuomintang  Central 
Government  of  the  Chinese  Republic  at  Nanking.2  The  survival  of  the 
Nanking  Government  in  these  circumstances  was  the  outstanding 
event  of  Chinese  internal  history  in  that  year ;  and  a  priori  it  might 
have  been  expected  that  the  new  personal  alliance  between  Marshals 
Chiang  and  Chang,  and  the  accompanying  political  entente  between 
the  two  Governments  which  respectively  controlled  the  Lower 
Yangtse  Valley  and  Manchuria,  would  bring  China  a  greater  measure 
of  internal  political  stability  than  she  had  ever  yet  enjoyed  since  the 
beginning  of  the  Revolution  some  twenty  years  earlier.  Yet,  more 
sinico,  the  natural  expectations  were  falsified  in  1931,  as  they  had  so 
often  before  been  falsified  in  recent  Chinese  history.  The  Nanking 
Government  which  had  survived  with  Manchurian  assistance  in  1930 
disintegrated  in  1931  in  spite  of  its  continuing  to  receive  the  same 
Manchurian  support,  until,  at  the  eleventh  hour,  its  life  was  para¬ 
doxically  saved  by  a  Japanese  coup  which  swept  its  ally  the  Man¬ 
churian  Government  out  of  existence.  The  shock  which  this  sudden 
violent  blow  from  a  foreign  hand  administered  to  Chinese  public 
opinion  inspired  a  reconciliation  between  the  Left  Wing  of  the 

1  See  Part  I,  section  (i),  of  the  present  volume. 

2  See  the  Survey  for  1930,  Part  IV,  section  (i). 
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Kuomintang,  which  had  raised  its  standard  at  Canton,  and  the  Right 
Wing,  which  had  remained  in  possession  of  Nanking  with  a  steadily 
contracting  radius  of  authority  in  the  provinces  ;  and  thus  the  Nan¬ 
king  Government  benefited  by  the  overthrow  of  its  ally  the  Mukden 
Government  on  the  19th  September,  1931,  as  well  as  by  the  Mukden 
Government’s  intervention  in  its  favour,  a  year  earlier,  on  the  18th 
September,  1930.1 

The  intervention  of  Chang  Hstieh-liang  in  1930  had  not  only  decided 
the  outcome  of  the  civil  war  between  the  Kuomintang  Central 
Government  and  the  two  recalcitrant  Northern  War  Lords,  Feng  and 
Yen,  but  had  also  affected  the  balance  of  political  forces  within  the 
bosom  of  the  Kuomintang  itself.  The  discomfiture  of  Feng  and  Yen 
in  the  northern  war-zone  had  been  followed,  in  the  capital  of  the 
Republic,  by  the  discomfiture  of  Hu  Han-min,  the  spokesman  of 
the  oligarchic  group — or,  as  it  would  have  described  itself,  the  anti¬ 
militarist  and  therefore  more  truly  constitutional  and  progressive 
group — in  the  Kuomintang  which  desired  to  protract,  to  its  full 
canonical  term  of  five  years,  ‘  the  state  of  tutelage  ’ :  the  second  of  the 
three  stages  which  had  been  prescribed  for  the  course  of  the  Chinese 
Revolution  by  Dr.  Sun  Yat-sen.  This  stage  had  been  inaugurated 
officially  in  an  Organic  Law  promulgated  on  the  3rd  October,  1928  ;2 
and,  so  long  as  it  remained  officially  in  force,  it  conferred  a  specious 
title  of  legitimacy  upon  the  politicians  who  controlled  the  party 
organization  of  the  Kuomintang,  as  opposed  on  the  one  hand  to  the 
commanders  of  the  Kuomintang  armies,  who  had  legitimately  ruled 
the  roost  during  the  antecedent  ‘period  of  militarism’,  and  on  the 
other  hand  to  the  four  hundred  millions  of  the  Chinese  people,  who, 
according  to  Dr.  Sun’s  political  apocalypse,  were  to  become  masters 
in  their  own  house  when  the  definitive  ‘period  of  constitutionalism’ 
was  inaugurated.  In  this  situation,  the  policy  of  Marshals  Chiang  and 
Chang  was  to  forestall  the  canonical  date  for  the  transition  from  the 
second  stage  to  the  third:  an  innovation  which  might  or  might  not 
hasten  the  advent  of  democracy  in  China,  but  would  assuredly 
strengthen  the  hands  of  the  masters  of  the  soldiers  by  weakening  the 
authority  of  the  politicians.  In  the  preceding  volume,3  it  has  been 
recorded  that,  in  November  1930,  at  the  instance  of  the  two  Marshals 
conjointly,  the  Central  Executive  Committee  of  the  Kuomintang, 
at  its  fourth  plenary  session,  decided  to  convoke  in  May  1931  a 
People’s  Convention  which  was  to  have  cognizance  of  all  fundamental 

1  See  the  Survey  for  1930,  p.  337. 

2  See  the  Survey  for  1928,  p.  389  ;  the  Survey  for  1929,  p.  297. 

3  The  Survey  for  1930,  pp.  341-2. 
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problems  of  state  and  was  to  fix  the  date  for  the  inauguration  of  a 
definitive  constitution.1 

At  the  turn  of  the  years  1930-1,  the  personal  stars  of  Chiang  Kai- 
shek  and  Chang  Hsiieh-liang  were  still  manifestly  in  the  ascendant ; 
yet  they  were  already  being  dimmed  by  the  appearance  of  fresh 
storm-clouds  in  the  sky.  The  Manchurian  war-lord,  who  had 
repaired  to  Nanking,  for  the  session  of  the  Central  Executive  Com¬ 
mittee  of  the  Party,  on  the  12th  November,  1930, 2  occupied  himself 
with  the  problem  of  disbanding  or  incorporating  the  defeated  but 
ever-existent  armies  of  Yen  and  Feng  before  returning  to  Mukden 
on  the  18th  January,  1931.  The  outcome  of  these  negotiations  was 
dubious ;  for  the  two  defeated  armies,  having  made  good  their  retreat 
into  their  respective  fastnesses  in  the  north-western  highlands,  showed 
little  disposition  to  accept  the  victors’  disbandment  terms.  In  the 
south,  the  attitude  of  ‘the  Kwangsi  Group’  of  military  commanders 
was  equally  uncertain;  and  at  the  beginning  of  February  1931  there 
was  an  ominous  rumour  that  Wu  P’ei-fu — the  classic  war-lord  of  a 
bygone  stage  in  the  Revolution,  who  had  lain  low  in  Szechuan  ever 
since  his  great  defeat  by  the  Northern  Expedition  of  the  Kuomintang 
Army  in  19263 — was  on  the  warpath  again  in  the  hope  of  finding  a  new 
world  to  conquer  at  the  expense  of  his  now  defeated  neighbour  and 
enemy  Feng  Yii-hsiang. 

Meanwhile,  at  Nanking,  the  opposition  between  Chiang  Kai-shek 
and  Hu  Han-min  had  been  coming  to  a  head.  The  breach  was 
widened,  early  in  the  year,  when  Hu  Han-min  advocated  the  raising 
of  a  silver  loan  by  the  Nanking  Government,  against  the  judgment 
of  the  able  and  experienced  Finance  Minister,  Mr.  T.  V.  Soong,  who 
was  Marshal  Chiang  Kai-shek’s  brother-in-law  and  was  supported  by 
his  relative  and  colleague  on  this  issue.  The  breach  became  irreparable 
on  the  28th  February,  when  Hu  Han-min  informed  the  President  at 
a  private  gathering  that  he  would  resign  rather  than  swerve  from  his 
political  principles,  with  the  result  that  he  was  immediately  placed 

1  The  People’s  Convention  is  not  to  be  confused  with  the  People’s  Congress. 
The  former  is  the  Convention  referred  to  in  Sun  Yat-sen’s  will,  namely,  a  con¬ 
ference  of  representatives  of  occupational  organizations  that  might  be  called 
together  at  any  time  during  the  revolutionary  transition  period  to  settle 
questions  relating  to  the  tutelage  of  the  nation.  The  People’s  Congress  is  the 
permanent  assembly  to  be  elected  in  accordance  with  Sun  Yat-sen’s  ‘Prin¬ 
ciples  of  Reconstruction’  (Chien-kuo-ta-kang)  when  the  constitutional  era  has 
been  reached.  Hu  Han-min  and  the  stalwarts  of  the  Kuomintang  maintained 
that  the  Congress  alone — and  not  the  Convention — had  the  right  to  promul¬ 
gate  a  constitution  and  transfer  political  power  from  the  Party  to  the  People. 

2  See  the  Survey  for  1930,  p.  341. 

3  See  the  Survey  for  1926,  Part  III  A,  section  (x). 
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under  arrest.  His  resignation  from  his  positions  on  the  Legislative 
Yuan  and  the  Standing  Committee  of  the  Central  Executive  Com¬ 
mittee1  was  accepted ;  and  on  the  2nd  March  the  Standing  Committee 
decided  to  draft,  for  submission  to  the  forthcoming  People’s  Conven¬ 
tion  in  May,  a  provisional  democratic  constitution  for  the  Republic  to 
be  operative  during  the  remainder  of  ‘  the  period  of  tutelage  ’,  pending 
the  promulgation  of  a  definitive  constitution  when  ‘  the  period  of  consti¬ 
tutionalism  ’  arrived  in  due  course.  The  Standing  Committee’s  decision 
was  subsequently  endorsed  by  the  Central  Executive  Committee  itself, 
in  its  fifth  plenary  session,  on  the  1st  May.  On  this  occasion,  President 
Chia-ng  Kai-shek  submitted  to  the  Committee  an  enlarged  version  of 
the  programme  which  he  had  broadcast  on  the  10th  October,  1930, 
and  which  the  Committee  had  afterwards  adopted  during  its  tenth 
session  in  November.2  The  President  now  advocated  the  amalgama¬ 
tion  of  ministries  with  overlapping  jurisdictions,  the  complete 
eradication  of  corruption  in  official  circles,  the  suppression  of  banditry, 
the  effective  enforcement  of  the  ban  upon  opium  cultivation  and  the 
opium  traffic,  the  application  of  a  competitive  system  of  selection  for 
government  appointments,  the  realization  of  a  system  of  district 
autonomy,  a  rehabilitation  of  conditions  in  the  military  and  financial 
spheres,  and  the  issue  of  a  general  amnesty  for  political  offenders. 
These  proposals,  together  with  others  for  economic  relief  and  recon¬ 
struction,  were  taken  up  by  the  Central  Executive  Committee  in  a 
somewhat  vaguely  worded  ‘Manifesto  to  the  Nation’.  It  was  notice¬ 
able,  however,  that  this  document  made  no  reference  to  the  proposal 
for  a  Bill  of  Rights  which  had  been  obstructed  by  Hu  Han-min  the 
year  before3  and  which  had  been  revived  after  his  fall,  in  the  current 
session  of  the  Committee,  by  a  number  of  members,  including  the 
Chairman  of  the  Kwangtung  Government,  General  Chen  Ming-shu. 
This  omission  seemed  to  indicate  that  Hu  Han-min’s  opponents,  now 
that  they  had  inherited  his  power,  were  no  more  eager  to  accept 
limitations  upon  it  than  Hu  Han-min  himself  had  been  when  the 
power  was  in  his  hands.  On  the  other  hand,  the  positive  proposals 
which  were  actually  incorporated  in  the  manifesto  read  like  pious 
wishes  rather  than  practical  plans. 

The  People’s  Convention  duly  opened  at  Nanking  on  the  5th  May, 
and  on  the  12th  it  duly  adopted  the  provisional  constitution  of  the 
Republic  which  had  been  drafted  for  it.4  The  text  included  the 

1  For  Hu  Han-min’s  previous  career  see  the  Survey  for  1928,  pp.  387  and  390, 
and  the  Survey  for  1930,  p.  341. 

2  See  op.  cit.,  loc.  cit.  3  See  op.  cit.,  loc.  cit. 

4  Text  in  L' Europe  Nouvelle,  6th  June,  1931. 
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substance  of  a  Bill  of  Rights  (Arts.  6-27),  but  the  most  important 
clauses  were  those  (Arts.  61-72)  which  transferred  from  the 
Central  Executive  Committee  of  the  Kuomintang  to  the  President 
of  the  National  Government  (i.e.  to  President  Chiang  Kai-shek)  cer¬ 
tain  vital  powers,  particularly  the  power  of  appointing  the  presidents 
of  the  five  Executive  Boards  {Yuan)  and  the  Ministers  of  State.1  Thus, 
on  paper  at  Nanking,  the  action  of  the  People’s  Convention  confirmed 
the  victory  which  Chiang  Kai-shek  had  won  over  Hu  Han -min  two 
months  earlier  in  the  Central  Executive  Committee  of  the  Kuomintang. 
In  reality,  in  China  at  large,  Chiang’s  high-handed  suppression  of  Hu 
revenged  itself  in  a  fresh  revolt  against  Chiang’s  ascendancy ;  and  this 
movement  declared  itself  on  the  eve  of  Chiang’s  ostensible  triumph. 

At  the  end  of  April,  General  Shih  Yu-san,2  who  controlled  a  strategi¬ 
cally  important  area  on  the  Peiping-Hankow  Railway  (in  between  the 
armies  of  Chiang  Kai-shek  and  Chang  Hsueh-liang,  and  in  touch  with 
the  forces  of  Feng  Yu-hsiang),  was  reported  to  be  making  prepara¬ 
tions  for  armed  insurrection  against  the  Nanking  Government’s 
authority ;  and  simultaneously,  at  Canton,  General  Chan  Chai-tong, 
supported  by  the  Canton  Central  Kuomintang  Supervisory  Com¬ 
mittee,  seized  control  of  the  city,  extended  his  control  over  the  whole 
of  Kwangtung  Province,  made  common  cause  with  the  still  recalci¬ 
trant  Kwangsi  militarists,  and  proclaimed  the  formal  secession  of 
the  South  from  Nanking. 

This  bloodless  revolution  at  Canton  was  more  formidable  for  the 
Nanking  Government  in  general,  and  for  President  Chiang  Kai-shek 
in  particular,  than  the  warlike  preparations  of  General  Shih  Yu-san 
in  Southern  Hopei.  For  the  movement  at  Canton  was  civilian  as  well 
as  military ;  it  was  a  movement  within  the  bosom  of  the  Kuomintang  ; 
and  the  malcontents’  terms — which  had  been  presented  to,  and 
rejected  by,  Nanking  before  secession  was  resorted  to — included  the 
resignation  of  Chiang  Kai-shek,  the  reinstatement  of  Hu  Han-min, 
and  the  liberation  of  General  Li  Chai-sum,  a  former  chairman  of  the 

1  Art.  66.  The  National  Government  institutes  the  Executive  Yuan,  the 
Legislative  Yuan,  the  Judicial  Yuan,  the  Examination  Yuan,  and  the  Control 
Yuan,  and  also  the  ministers  and  the  different  committees. 

Art.  67.  The  National  Government  has  a  President  and  Councillors  of  State 
appointed  by  the  Kuomintang  Central  Executive  Committee.  The  number  of 
Councillors  will  he  fixed  by  law. 

Art.  68.  The  President  of  the  National  Government  represents  that  Govern¬ 
ment  both  at  home  and  abroad. 

Art.  69.  The  Presidents  of  the  Yuan,  ministers  and  chairman  of  committees 
are  appointed  and  dismissed,  in  accordance  with  law,  by  the  National  Govern¬ 
ment  on  the  recommendation  of  the  President  of  the  National  Government. 

2  For  Shih  Yu-san’s  previous  career,  see  the  Survey  for  1929,  pp.  311-12. 
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Kwangtung  Provincial  Government  who  had  been  kept  under  forcible 
detention  at  Nanking  ever  since  the  19th  March,  1929,  when  he  had 
been  arrested  during  his  attendance  at  the  third  session  of  the 
Kuomintang  National  Congress.1  Moreover,  Canton  enjoyed,  through¬ 
out  China,  a  prestige  and  an  influence  which  were  all  its  own,  in  its 
historic  role  as  the  regular  starting-point  of  progressive  ideas  and  the 
actual  base  of  operations  from  which  the  Kuomintang  itself  had  once 
already  extended  its  authority  from  end  to  end  of  the  country  in  the 
course  of  the  years  1926-8. 2 

In  May  1931,  one  of  the  first  acts  of  the  Southern  Secessionists  was 
to  project  a  new  northern  expedition  from  Canton,  which  was  to 
follow  in  Chiang  Kai-shek’s  track  and  to  overthrow  Chiang  himself 
as  Chiang  had  overthrown  his  own  predecessors  in  the  Yangtse  Basin, 
the  two  ci-devant  war-lords  Wu  P’ei-fu  and  Sun  Ch’uan-fang.  Chiang 
Kai-shek’s  last  foothold  in  Kwangtung  was  lost  on  the  14th-15th 
May,  when  Chan  Chai-tong’s  Cantonese  forces  attacked  and  overcame 
the  garrison  of  the  Military  Academy  at  Whampoa.  The  dissident 
Kuomintang  politicians  at  Canton  were  joined  by  a  contingent — 
including  Sun  Fo,  Eugene  Chen,  and  Wang  Ching-wei — from  Nanking 
who  had  held  aloof  from  the  People’s  Convention ;  and  a  new 
Secessionist  Kuomintang  Government  at  Canton  was  formally 
inaugurated  on  the  28th  May.3  This  new  Government  provided  itself 
with  fimds  by  commandeering  the  customs  surpluses  in  the  ports 
under  its  control  in  the  course  of  June.  At  Nanking  itself,  on  the  eve 
of  the  assemblage  of  the  People’s  Convention,  an  attempt  to  impeach 
President  Chiang  Kai-shek  had  been  made  with  the  support  of  four 
members  of  the  Control  Yuan  (which  corresponded  to  the  Board  of 
Censors  under  the  former  Imperial  regime).  It  will  be  seen  that  the 
session  of  the  People’s  Convention  at  Nanking  on  the  5th-  12th  May 
was  really  eclipsed  in  importance  by  the  contemporary  events  at 
Canton  ;  and  the  blows  dealt  to  President  Chiang  Kai-shek’s  authority 
by  the  fait  accompli  of  the  Cantonese  act  of  secession  and  by  the 
abortive  act  of  impeachment  were  far  from  being  offset  by  the  formal 
enlargement*  of  his  powers  under  the  new  provisional  constitution  or 
by  his  re-election  to  the  Presidency  of  the  National  Government,  which 
was  carried  out  on  the  15th  June  by  the  Central  Executive  Committee 
in  the  course  of  its  fifth  session.4 

1  See  the  Survey  for  1929,  p.  303. 

2  See  the  Survey  for  1926,  Part  III  A,  section  (x);  the  Survey  for  1927, 
Part  III,  section  (i) ;  the  Survey  for  1928,  Part  IV,  section  (i). 

3  Statement  by  Mr.  Arthur  Henderson  in  the  House  of  Commons  at  West¬ 
minster  on  the  3rd  June,  1931. 

4  An  attempt  to  assassinate  Mr.  T.  V.  Soong,  which  was  made  at  the  Shanghai 
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Thus,  in  the  early  summer  of  1931,  the  territory  of  the  Chinese 
Republic  was  once  more  divided  between  a  number  of  local  powers, 
each  of  which  was  preparing  to  fight  for  existence  or  for  supremacy, 
as  the  case  might  be,  against  its  immediate  neighbour  in  alliance  with 
its  neighbour’s  other  enemies  on  other  flanks.  This  alignment  of 
forces  in  which  neighbours  were  enemies  and  non-neighbours  were 
allies  ex  officio  was  a  perpetually  recurring  formation  on  the  political 
map  of  China — as,  indeed,  it  was  likewise  on  the  map  of  Europe  in  the 
same  age.  In  China  in  1931,  the  resultant  civil  war  was  waged  with 
less  vigour  than  the  civil  wars  of  the  preceding  five  years,  but  with  no 
different  result.  The  military  victory,  or  avoidance  of  defeat,  was 
inconclusive,  and  it  was  promptly  followed  by  the  downfall  of  the 
victors,  if  such  they  could  be  called.  Chang  Hsueh-liang,  after  foiling 
the  attack  of  the  resurgent  Northern  War  Lords,  was  hurled  from 
power  by  a  Japanese  coup  de  main  in  Manchuria,  while  Chiang  Kai- 
shek  no  sooner  found  himself  out  of  danger  of  military  overthrow  at 
the  hands  of  the  new  rival  Kuomintang  Government  at  Canton  than 
he  was  forced  into  resignation  by  an  unarmed  and  unorganized  but 
irresistible  host  of  Chinese  students  who  descended  from  all  quarters 
upon  Nanking. 

The  Chinese  civil  war  of  1931  broke  out  first  in  the  northern  area, 
where,  about  the  middle  of  July,  General  Shih  Yu-san,  with  Feng 
Yii-hsiang  supporting  and  the  Shansi  Army  preparing  to  support  him, 
made  a  sudden  thrust,  north-eastwards,  from  his  base  of  operations 
in  Honan  towards  Tientsin,  which  was  the  vital  point  in  the  line  of 
communications  of  the  Manchurian  forces  operating  on  the  south  side 
of  the  Great  Wall.  In  the  first  phase  of  the  campaign,  the  Manchurian 
forces  fell  back,  but  the  Nanking  forces  advanced  in  Shih  Yu-san’s 
tracks  and  pressed  upon  his  rear ;  the  doubtful  elements  in  Shansi 
and  Shantung  all  refrained  from  taking  up  arms  on  Shih’s  side  ;  and 
consequently  Shih  found  himself  caught  in  a  trap.  On  the  31st  July, 
the  Manchurians  counter-attacked  and  inflicted  on  Shih’s  army  a 
defeat  which  sufficed  to  bring  the  campaign  to  an  end  but  not  to 
destroy  the  rebel  army — the  bulk  of  which  appears  to  hvve  made  its 
way  eastward  into  Shantung.  Early  in  August,  the  ci-devant  ‘model 
tiichiin’,  Yen  Hsi-shan,  misled  by  press-reports  of  Shih  Yu-san’s 
‘sweeping  victories’,  ventured  to  issue  out  of  his  retirement  at 
Dairen1  and  returned  on  a  Japanese  aeroplane  to  his  old  province  of 

North  Railway  Station  on  the  23rd  July  when  the  Minister  of  Finance  was 
returning  from  a  journey  to  Nanking,  was  also  presumably  to  be  interpreted 
(if  it  were  anything  more  than  the  act  of  an  individual  criminal)  as  a  demon¬ 
stration  of  hostihty  towards  the  existing  regime. 

1  See  the  Survey  for  1930,  p.  338. 
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Shansi,  only  to  find  that  the  rebellion  had  collapsed  as  quickly  as  it 
had  arisen. 

Meanwhile,  threatening  gestures  against  the  Nanking  Government 
were  being  made  by  the  dissident  Kuomintang  Government  at  Can¬ 
ton.  Towards  the  end  of  July,  the  Foreign  Minister  of  the  Canton 
Government,  Mr.  Eugene  Chen,  presented  himself  at  Tokyo  and  was 
accorded  two  interviews  by  the  Foreign  Minister  of  Japan,  Baron 
Shidehara.  This  news  appears  to  have  caused  some  nervousness  at 
Nanking  and  to  have  evoked  a  communication  from  the  Nanking 
Government  to  the  Japanese;  but  Mr.  Chen’s  mission  was  abortive. 
Baron  Shidehara,  who  was  at  this  time  still  in  effective  control  of  the 
conduct  of  Japanese  foreign  policy,  persisted  in  his  practice  of  care¬ 
fully  refraining  from  interference  in  Chinese  internal  affairs ;  and  early 
in  August  Mr.  Chen  left  Japan — apparently  at  the  Japanese  Govern¬ 
ment’s  instance.  After  this  Cantonese  attempt  to  win  a  diplomatic 
advantage  had  miscarried,  the  projected  northern  military  expedition 
was  duly  launched ;  and  by  the  middle  of  September  the  Cantonese 
forces  had  crossed  the  boundary  between  the  provinces  of  Kwangtung 
and  Hunan  (which  approximately  coincided  with  the  watershed  be¬ 
tween  the  southern  littoral  of  China  and  the  Yangtse  Basin)  and  were 
approaching  the  Nanking  forces  which  were  prepared  to  oppose  their 
advance  at  Hengchow.  Thereafter,  a  local  concentration  of  Nanking 
troops  appears  to  have  decided  the  Cantonese  expedition  to  withdraw 
again  without  any  serious  engagement.  The  chief  effect  of  these 
southern  military  operations  was  to  add  to  the  miseries  of  the  unhappy 
population  of  Hunan  Province,  whose  sufferings  from  the  ravages  of 
the  August  floods1  were  capped  in  September  by  the  incubus  of  having 
to  support  two  hungry  armies. 

Thus  the  new  conflict  between  Canton  and  Nanking  had  virtually 
died  of  inanition  before  the  relations  between  the  two  rival  Kuomin¬ 
tang  Governments,  and  the  two  factions  in  the  Party  which  these 
Governments  respectively  represented,  were  suddenly  and  unex¬ 
pectedly  transformed  by  the  Japanese  coup  of  the  18th-19th 
September  in  Manchuria.  The  effect  of  this  blow  upon  the  Cantonese 
temper  and  attitude  was  profound.  Before  the  year  was  out,  the  very 
politicians  who  had  taken  the  initiative  in  the  act  of  secession  and 
who  had  been  making  overtures  to  the  Japanese  Government  for 
countenance  against  their  political  opponents  at  Nanking,  had  taken 
temporarily  effective  steps  to  restore  the  solidarity  of  the  Party  and 
the  country  in  face  of  the  national  enemy ;  while  the  Cantonese 
soldiers  whose  martial  ardour  had  appeared  so  lukewarm  in  the  south 

1  See  p.  397,  above. 
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in  September  1931  were  to  surprise  the  world  and  the  Japanese  and 
their  own  Chinese  compatriots  and,  perhaps  not  least  of  all,  them¬ 
selves  by  the  intrepidity  and  the  stubbornness  of  their  resistance, 
some  four  months  later,  at  Shanghai,  to  Japanese  assailants  who  were 
infinitely  more  formidable,  both  in  equipment  and  in  fighting  power, 
than  the  Nanking  forces  which  had  brought  the  Cantonese  to  a  halt 
in  the  preceding  autumn.  In  January  1932,  the  two  Chinese  armies 
which  had  been  ranged  so  recently  in  opposite  camps  met  again  at 
Shanghai  in  order,  this  time,  to  fight  effectively  shoulder  to  shoulder. 
These  changes  in  the  alignment  and  the  action  of  Chinese  political 
and  military  forces — changes  which  were  unusually  abrupt,  even 
for  the  kaleidoscopic  flux  of  Chinese  affairs — showed  how  deep  was 
the  effect  of  Japanese  aggression  upon  Chinese  feelings,  and  also  how 
far  this  effect  was  from  answering  to  Japanese  intentions. 

As  early  as  the  22nd  September — only  three  days  after  the  launch¬ 
ing  of  the  Japanese  military  offensive  in  Manchuria — public  opinion 
in  Canton  was  demanding  a  closure  of  the  breach  with  Nanking  ;  and, 
before  the  end  of  the  month,  representatives  of  the  two  Governments 
were  conferring  together  on  neutral  ground  at  Hongkong,  whence  the 
conference  adjourned  to  Canton.  The  Cantonese  Government  offered 
to  dissolve  itself  on  condition  that  Chiang  Kai-shek,  on  his  part, 
should  go  into  retirement  and  that  the  Nineteenth  (Cantonese)  Army, 
commanded  by  General  Chen  Ming-shu,  should  be  allowed  to  garrison 
the  hinterland  of  Shanghai.  The  Nanking  negotiators  conceded  this 
second  demand  (a  concession  which  was  destined  to  have  unforeseen 
international  consequences),  while  the  Cantonese  apparently  agreed 
to  a  postponement  of  Chiang  Kai-shek’s  resignation  until  after  the 
opening  of  a  definitive  peace  conference  at  Shanghai.  In  preparation 
for  this  latter  conference,  Hu  Han-min  was  set  at  liberty  by  Chiang 
Kai-shek  and  arrived  in  Shanghai  from  Nanking  on  the  14th  October. 
The  Cantonese  delegation — which  included  Mr.  Sun  Fo,  Mr.  Eugene 
Chen,  Mr.  C.  C.  Wu  and  Mr.  Wang  Ching-wei  among  its  members — 
left  Canton  on  the  16th  October  and  reached  Shanghai  on  the  21st. 

The  negotiations  did  not  run  smoothly,  and  there  was  further 
coming  and  going  between  Shanghai  and  Hongkong  before  a  settle¬ 
ment  came  within  sight.  Pressure,  however,  in  the  direction  of 
reconciliation  appears  to  have  been  applied  to  both  factions  by 
Chinese  banking  and  commercial  interests  in  Shanghai,  who  possessed 
the  power  of  the  purse  ;  and  a  detente  was  brought  about  when,  on  the 
22nd  November,  the  Fourth  National  Congress  of  the  Kuomintang, 
which  was  in  session  at  Nanking,  ratified  an  agreement  for  the 
restoration  to  party  membership  of  all  those  who  had  been  expelled 
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for  political  reasons.1  At  this  stage,  a  violent  hand  in  the  proceedings 
began  to  be  taken  by  a  host  of  students  who  had  converged,  from  all 
parts  of  China,  upon  Shanghai  and  Nanking  with  the  intention  of 
coercing  the  politicians  into  composing  their  differences  and  making 
possible  the  formation  of  a  common  national  front  against  Japan. 
As  early  as  the  28th  September,  a  band  of  students  stormed  the 
Ministry  of  Foreign  Affairs  at  Nanking  and  inflicted  physical  injuries 
upon  the  Foreign  Minister,  Mr.  C.  T.  Wang,  who  resigned  his  office, 
in  consequence,  on  the  30th.2  (He  was  succeeded  on  the  23rd 
November  by  Mr.  Wellington  Koo.)  On  the  6th  December,  the 
student  invaders  of  Nanking  were  so  disorderly  that  martial  law  had 
to  be  declared  in  the  national  capital.  On  the  9th,  at  Shanghai,  other 
bands  of  students  stormed  and  captured  the  municipal  offices  of 
Outer  (Chinese-administered)  Shanghai ;  cowed  the  municipal 
authorities ;  defied  the  troops ;  rough-handled  and  disarmed  their 
officers ;  and  wrecked  the  local  headquarters  of  the  Kuomintang. 
Under  this  pressure,  Chiang  Kai-shek,  on  the  15th  December, 
removed  the  main  obstacle  to  a  settlement  by  resigning  the  chairman¬ 
ship  of  the  National  Government  and  all  his  other  offices3 — handing 
over  the  acting  presidency  of  the  Government  to  the  President  of  the 
Legislative  Yuan,  Lin  Sen,  and  the  acting  presidency  of  the  Executive 
Yuan  to  the  Cantonese  General  Chen  Ming-shu.  While  these  matters 
of  state  were  being  transacted  at  Nanking,  the  invading  students — 
whose  vast  but  unknown  numbers  were  variously  estimated  at 
SO, 000  and  20,000 — were  for  the  second  time  storming  and  wrecking 
the  Ministry  of  Foreign  Affairs,  inflicting  like  treatment  on  the  offices 
of  the  Government,  and  attacking  the  Central  Kuomintang  head¬ 
quarters.  General  Chen  Ming-shu  lived  to  step  into  Chiang  Kai- 
shek’s  shoes  and  to  receive  a  beating  from  the  students  on  the  same 
day ;  and  another  statesman,  Mr.  Tai  Chi-tao,  who  was  brave  enough 
to  face  the  students  and  to  expostulate  with  them,  shared  the 
General’s  fate  and  was  rescued  by  the  police  with  some  difficulty. 
There  was  a  further  attack  by  students  on  the  Ministry  of  Foreign 
Affairs  on  the  17th  December. 

1  This  step — as  well  as  others  in  the  same  direction — appears  to  have  been 
due  to  the  profound  psychological  effect  which  was  produced  in  China  by  the 
Japanese  occupation  of  Tsitsihar.  (See  p.  453  below.) 

2  The  students  were  enraged  because  the  League  of  Nations  had  not  taken 
drastic  action  to  turn  the  Japanese  out  of  Manchuria.  On  the  27th  September, 
Nanking  was  placarded  with  posters  in  which  Mr.  C.  T.  Wang  was  abused  for 
the  weakness  of  his  foreign  policy,  and  the  physical  attack  upon  him  followed 
next  day. 

3  Passages  from  his  circular  telegram  on  his  resignation  are  printed  in  The 
United  States  Daily,  17th  December,  1931. 
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Meanwhile,  upon  the  receipt  of  the  news  of  Chiang  Kai-shek’s 
resignation  at  Shanghai,  the  Cantonese  leaders  who  were  assembled 
there  issued,  on  the  same  day  (the  15th  December),  a  conciliatory 
proclamation;1  and  on  the  17th  they  travelled  from  Shanghai  to 
Nanking  in  a  heavily  guarded  train,  with  an  armoured  train  ahead, 
to  find  the  rioting  by  students  in  full  swing.  This  time,  however,  the 
authorities  dealt  with  the  students  less  tenderly ;  and  thereafter  the 
student  agitation  subsided — partly,  perhaps,  because  its  main  object 
had  been  achieved  and  partly  because  the  agitators  were  gradually 
being  deported  from  Nanking  by  the  police.  On  the  22nd  December, 
all  the  members  of  the  old  Nanking  Government  resigned,  including 
Mr.  Wellington  Koo  and  Mr.  T.  V.  Soong ;  and  on  the  same  day 
Marshal  Chiang  Kai-shek  left  Nanking  by  aeroplane  for  his  native 
village  in  Chekiang.  The  new  Government  was  formed  in  the  last 
days  of  December,  the  Presidents  of  the  five  Yuan  being  appointed 
on  the  28th  at  a  Plenary  Session  of  the  Kuomintang  Central  Execu¬ 
tive  Committee  and  the  Cabinet  Ministers  next  day.  Lin  Sen 
became  President  of  the  National  Government,  Sun  Fo  President  of 
the  Executive  Yuan,  C.  C.  Wu  President  of  the  Judicial  Yuan, 
Eugene  Chen  Minister  for  Foreign  Affairs,  and  Huang  Han-liang 
Minister  of  Finance  (an  unenviable  responsibility  which  Mr.  T.  V. 
Soong  had  shouldered  manfully  for  six  years  without  losing  either 
his  life  or  his  reputation).2 

This  denouement  composed,  for  the  moment,  the  internal  dissen¬ 
sions  in  the  Kuomintang  ;  but  the  durability  of  the  reconciliation  was 
open  to  question  in  view  of  the  precedents  in  the  immediate  past. 
The  history  of  the  fission  and  reunion  of  the  Kuomintang  itself,  and 
of  the  Kuomintang  Government,  in  China  in  1931  was  in  fact  a  close 
repetition  of  the  events  of  1927.3  In  the  spring  of  1927,  the  Left  and 
Right  Wings  of  the  Party  had  been  once  before  in  open  feud ;  and 
when  one  faction  (on  that  occasion  the  Left  Wing)  had  secured  control 
of  the  Party  machine  and  had  made  use  of  it  to  anathematize  and 
excommunicate  the  opposing  faction,  the  latter  (on  that  occasion  the 
Right  Wing  led  by  General  Chiang  Kai-shek)  had  retorted  by  setting 
up  a  dissident  Kuomintang  Government  in  a  different  area  of  the 
territory  under  Kuomintang  rule.  From  April  to  August  1927,  a  Left 
Wing  Kuomintang  Government  at  Hankow,  with  Mr.  Eugene  Chen 
as  its  Minister  for  Foreign  Affairs  and  Mr.  Sun  Fo  as  another  promi- 

1  Passages  from  this  proclamation  are  printed  in  The  United  States  Daily, 
19th  December,  1931. 

2  For  fuller  lists,  see  The  Times,  29th  and  30th  December,  1931 ;  The  Man¬ 
chester  Guardian,  29th  December,  1931. 

3  See  the  Survey  for  1927,  Part  III,  section  (ii). 
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nent  member,  was  confronted  by  a  Right  Wing  Kuomintang  Govern¬ 
ment  at  Nanking  under  the  military  ascendancy  of  Marshal  Chiang 
Kai-shek,  as,  in  1931,  a  Left  Wing  Government  at  Canton,  in  which 
the  same  two  persons  played  identic  parts,  confronted  Marshal  Chiang 
Kai-shek  in  his  old  position  and  posture  at  Nanking ;  and  the  intimate 
relations  of  the  Hankow  Government  of  1927  with  a  foreign  Power 
represented  by  the  Russian  Communist  adviser  Monsieur  Borodin 
offer  a  certain  analogy  to  the  relations  which  Mr.  Eugene  Chen — who 
occupied  the  post  of  Foreign  Minister  both  at  Hankow  in  1927  and 
at  Canton  in  1931 — attempted  to  establish  in  the  latter  year,  on 
behalf  of  the  Left  Wing  Kuomintang  Government  of  the  day,  with 
Baron  Shidehara  at  Tokyo.1  Again,  these  foreign  liaisons  of  the  Left 
Wing  of  the  Kuomintang  during  the  period  of  internal  dissension 
were  broken  off  short,  and  the  dissension  itself  was  suddenly  sus¬ 
pended,  by  a  gesture  on  the  part  of  the  foreign  Power  in  question 
which  displayed  that  Power  in  the  posture  of  an  enemy  of  China  and 
thereby  evoked  an  outburst  of  Chinese  national  feeling  to  which 
Chinese  politicians  had  to  bow.  In  1927  it  was  the  revelation  of  the 
militant  instructions  received  by  Monsieur  Borodin  from  Moscow, 
and  in  1931  it  was  the  news  of  the  militant  action  taken  by  General 
Hon  jo  in  Manchuria,  that  compelled  the  rival  Kuomintang  Govern¬ 
ments  in  China  to  coalesce ;  and  in  both  cases  alike  the  retirement  of 
Marshal  Chiang  Kai-shek  was  an  indispensable  preliminary  to  the 
reconciliation.  In  1927  Chiang  withdrew  to  Chekiang  (and  thence  to 
Japan)  on  the  12th  August;  and  thereupon  successive  reconciliation 
conferences  at  Kiukiang  and  at  Shanghai  resulted  in  the  re-formation 
of  a  unitary  Kuomintang  Government,  this  time  with  its  seat  at 
Nanking,  on  the  20th  September.  The  parallel  between  this  last  act 
of  the  drama  of  1927  and  the  corresponding  act  in  1931,  when  Chiang 
withdrew  again  on  the  22nd  December  and  the  new  unitary  Govern¬ 
ment  was  formed  on  the  28th,  was  almost  complete.  Indeed,  the 
closeness  of  the  parallel,  down  to  that  point,  must  have  been  re¬ 
assuring  to  the  Marshal  in  December  1931  as  he  looked  into  the  future ; 
for  in  1927  he  had  found  his  way  back  to  Nanking  within  three  months, 
and  recovered  his  political  and  military  powers  within  four  months, 
of  his  strategic  retreat.  In  the  event,  Fortune  treated  him  still  more 
indulgently  in  1931-2.  The  duration  of  Chiang’s  second  eclipse  was 
unexpectedly  shortened  by  the  extension  of  J apanese  military  opera¬ 
tions  against  China  from  Manchuria  to  Shanghai  and  even  to  Nanking 
itself,  which  was  shelled  on  the  1st  February  by  Japanese  warships 
in  the  Yangtse.  In  these  circumstances,  the  Marshal  was  able  to 

1  See  p.  413  above. 
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return  to  Nanking  on  the  21st  January,  1932,  and  ‘unassumingly’ 
to  re-assume  his  military  powers  on  the  31st  January. 

Thus  the  military  and  political  leaders  of  the  Kuomintang  were 
perpetually  successful  in  keeping  afloat  on  the  surface  of  Chinese 
public  life,  however  profoundly  troubled  the  waters  might  be.  Their 
remarkable  capacity  to  survive  was  perhaps  partly  due  to  a  conscious 
or  unconscious  professional  solidarity  of  the  kind  which  so  frequently 
saved  the  lives  and  fortunes  of  Italian  condottieri  in  the  fifteenth  and 
sixteenth  centuries  of  the  Christian  Era  and  of  Macedonian  diadochi 
and  epigoni  in  the  fourth  and  third  centuries  B.c.  But  the  Chinese 
war-lords’  and  politicians’  ceaseless  round  of  breaches  and  reconcilia¬ 
tions,  like  the  similar  performance  of  their  Macedonian  and  Italian 
precursors,  was  conducted  throughout  at  the  expense  of  the  helpless 
populations  whose  shepherds  they  purported  to  be ;  and  the  steadily 
rising  resentment  of  the  Chinese  people  at  the  cynicism  and  incompe¬ 
tence  of  their  rulers  reached  a  high  pitch  in  1931:  the  twentieth 
calendar  year  of  the  Chinese  Revolution.  In  1931,  the  war-lords  and 
politicians  who  were  such  adepts  in  the  art  of  saving  themselves  were 
still  so  deeply  absorbed  in  the  feuds  which  they  were  carrying  on 
against  one  another  with  relative  impunity  that  they  were  impotent 
to  cope  either  with  the  ravages  of  the  floods  in  the  Yangtse  Basin  or 
with  the  aggression  of  the  Japanese  in  Manchuria:  the  greatest 
natural  and  the  greatest  human  disaster  by  which  China  had  been 
overtaken  since  the  Revolution  had  first  broken  out.  The  popular 
Chinese  exasperation  at  China’s  plight  was  crudely  but  faithfully 
expressed  in  the  ‘  direct  action  ’  of  the  students  who  congregated  at 
Shanghai  and  Nanking  towards  the  close  of  the  year ;  for  though 
their  violence  was  ostensibly  directed  towards  overthrowing  the 
political  faction  in  power  at  Nanking  and  setting  up  the  Canton  fac¬ 
tion  in  their  stead,  its  underlying  aim  was  to  sweep  away  the  whole 
system,  or  lack  of  system,  for  which  the  Kuomintang  stood,  and  the 
whole  fraternity  or  gang  of  war-lords  and  politicians. 

These  objects  of  popular  hostility,  which  the  students  thus  blindly 
and  ineffectively  attacked,  were  denounced  with  greater  acumen  and 
impartiality  by  Madame  Sun  Yat-sen,  the  sister  of  Mr.  T.  V.  Soong, 
the  sister-in-law  of  Marshal  Chiang  Kai-shek,  and  the  widow  of  the 
author  and  posthumous  patron-saint  of  the  Chinese  Revolution. 
Madame  Sun  Yat-sen  had  retired  from  Chinese  politics  upon  the 
downfall  and  expulsion  of  Monsieur  Borodin  in  July  1927,  some  four 
months  before  her  sister,  Miss  Mei-ling  Soong,  had  entered  Chinese 
politics  by  marrying  Marshal  Chiang  Kai-shek.  After  four-and-a- 
half  years’  silence,  Sun  Yat-sen’s  widow  raised  her  voice  again  in  an 
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interview1  which  she  gave  to  the  press  on  the  20th  December,  1931, 
from  within  the  bounds  of  the  International  Settlement  at  Shanghai 
(the  common  asylum  for  Chinese  politicians  of  all  complexions,  when¬ 
ever  they  found  themselves  in  opposition).  In  the  name  of  her  late 
husband  and  his  ideals,  Madame  Sun  arraigned,  with  devastating 
impartiality,  the  two  factions  into  which  the  party  founded  by 
Dr.  Sun  Yat-sen  was  divided  against  itself,  in  the  year  1931,  under 
the  respective  leaderships  of  Madame  Sun’s  step-son  and  her  brother- 
in-law. 

It  is  now  undeniable  that  the  Kuomintang  has  lost  its  position  as  the 
country’s  revolutionary  party.  The  party’s  destroyers,  far  from  being 
external  enemies,  are  its  own  leaders.  When  Sun  Yat-sen  died  in  1925 
our  party  lost  its  guide. 

Fortunately,  however,  the  Cantonese  leaders  at  that  time  were  able 
to  carry  on  the  founder’s  policies  sufficiently  to  carry  out  the  northern 
punitive  expedition,  bringing  the  Yangtse  valley  under  the  party’s  rule. 
But  since  the  Nanking-Hankow  party  split  in  1927,  owing  to  Chiang 
Kai-shek’s  personal  dictatorship  and  rivalry  between  the  militarists,  the 
party  and  the  people  have  become  increasingly  separated. 

Corruption  and  chicanery  have  reached  a  high  degree.  Those  in  the 
central  government  have  occupied  key  positions  and  fattened  their 
pockets,  while  those  in  the  local  governments  have  preyed  upon  the 
defenceless  people.  They  have  made  their  friends  happy  but  the  people 
miserable.  Opportunists  have  found  positions  with  the  remnant  of  the 
militarists  and  leaped  into  prominence,  while  on  the  other  hand  real 
revolutionists  were  put  to  death. 

During  the  past  five  years  there  have  been  continual  civil  war  and 
political  feuds.  Our  party  has  disintegrated  and  the  so-called  leaders 
have  stooped  to  begging  mercy  from  foreign  imperialists  and  have  re¬ 
sorted  to  political  tricks  which  the  old  mandarins  never  would  have 
dared.  Under  the  name  of  party  rule  every  conceivable  crime  has  been 
committed  until  the  people  hate  the  name  Kuomintang. 

More  recently  Nanking  and  Canton  stood  in  opposition  to  each  other, 
each  boasting  of  its  ora  merits.  Such  terms  as  revolutionary  foreign 
affairs,  democracy,  &c.,  were  used  to  mislead  the  public.  Really,  how¬ 
ever,  both  wrere  dependent  upon  the  militarists  and  lived  by  the  flattery 
of  the  revolution.  Both  are  anti-people  and  anti-revolutionary. 

Since  the  Japanese  invasion  of  Manchuria,  owing  to  public  opinion 
both  were  forced  to  lay  down  their  arms  for  a  so-called  peace  and 
national  unification.  For  months  the  leaders  squabbled  over  party 
spoils,  neglecting  the  people’s  welfare. 

These  so-called  leaders  are  unaware  that  the  reasons  for  the  existence 
of  the  rule  of  personal  dictatorship,  degeneration  of  the  Kuomintang 
and  the  country’s  invasion  by  a  foreign  foe  are  all  traceable  to  their 
departure  from  the  masses.  For  only  with  the  masses  as  the  central 
organization  of  the  Kuomintang  can  the  revolution  be  achieved. 

Even  if  the  present  leaders  achieve  unification  in  accordance  with 

1  Text  in  The  New  York  Times,  21st  December,  1931. 
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their  plan,  it  would  merely  mean  a  division  of  spoils  and  an  opportunity 
to  commit  more  crimes.  I  cannot  bear  to  see  the  foundations  of  the 
revolution  established  by  Sun  Yat-sen  after  forty  years  of  struggle 
destroyed  by  a  handful  of  selfish  men. 

While  this  indictment  was  unanswerable,  it  was  also  almost  otiose  ; 
for  a  critic  of  the  Kuomintang  in  the  year  1931  could  have  stated  the 
case  effectively  in  four  words :  Si  argumentum  requiris,  circumspice. 
The  state  of  China — wracked  by  militarism  and  maladministration, 
ravaged  by  famine  and  flood,  and  smitten  by  foreign  aggression — 
bore  sufficiently  eloquent  testimony  to  itself. 

(iii)  The  Foreign  Relations  of  China 

(a)  THE  PROBLEM  OF  EXTRATERRITORIALITY 

At  the  opening  of  the  year  1931  the  situation  in  regard  to  the 
abolition  of  extraterritoriality  in  China  was  still  governed  by  the 
action  which  had  been  taken  by  the  Chinese  Government  at  Nanking 
on  the  28th  December,  1929.1  On  that  date,  the  State  Council  in 
Nanking,  acting  upon  a  resolution  of  the  Central  Political  Council, 
had  issued  a  mandate  enjoining  that,  as  from  the  1st  January,  1930, 
all  foreign  nationals  in  the  territory  of  China  wTho  were  enjoying 
extraterritorial  privileges  were  to  abide  by  Chinese  laws ;  but  the 
mandate  went  on  to  instruct  the  competent  departments  of  state  to 
prepare  regulations  for  putting  the  mandate  into  effect ;  and  it  was 
tacitly  understood  that,  in  the  meantime,  the  status  quo  was  to  be 
left  intact  while  the  question  of  the  abolition  of  extraterritoriality 
was  negotiated  between  the  Chinese  Government  and  the  Treaty 
Powers. 

In  the  Survey  for  1930,  the  history  of  these  negotiations  has  been 
carried  down  to  the  December  of  that  year,  when  the  Chinese 
Government  presented  counter-proposals  to  British  and  American 
proposals  which  had  been  submitted  in  the  course  of  the  year.2 

In  the  early  months  of  1931  the  pace  of  the  negotiations  was  tem¬ 
porarily  somewhat  quickened  owing  to  inclinations  in  favour  of  a 
speedy  settlement  which  arose  simultaneously  on  both  sides.  On  the 
part  of  certain,  at  any  rate,  of  the  leading  Treaty  Powers,  there  seems 
to  have  been  a  feeling  that  this  was  psychologically  the  most  favour¬ 
able  moment  for  attempting  to  arrive  at  a  precise  and  detailed 
agreement  on  this  long-pending  question  with  the  Chinese  Govern¬ 
ment.  On  the  Chinese  side,  the  approach  of  the  People’s  Convention, 

1  See  the  Survey  for  1929,  pp.  320-2. 

2  See  the  Survey  for  1930,  p.  358. 
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which  was  due  to  assemble  at  Nanking  on  the  5th  May,1  inspired  the 
Chinese  Minister  for  Foreign  Affairs,  Mr.  C.  T.  Wang,  with  the  desire 
to  have  in  hand  a  definite  scheme  for  an  agreed  settlement  of  the 
extraterritoriality  question  to  lay  before  the  delegates.  Accordingly, 
during  these  early  months  of  the  year,  the  negotiations — in  which 
the  British  Minister  in  China,  Sir  Miles  Lampson,  was  the  protagonist 
among  the  representatives  of  the  Treaty  Powers — made  uncommonly 
good  progress,  until  the  Chinese  negotiators  tried  to  carry  the  pro¬ 
ceedings  through  with  a  rush  as  the  meeting  of  the  People’s  Conven¬ 
tion  became  imminent.  In  consequence,  the  Sino-British  negotiations 
broke  down,  on  the  eve  of  the  opening  of  the  People’s  Convention, 
on  the  3rd  May ;  and  in  the  interval,  on  the  4th  May,  a  new  mandate 
was  issued  at  Nanking  referring  to  the  mandate  of  the  28th  December, 
1929,  and  announcing  that  the  regulations  for  putting  it  into  effect 
had  now  been  drawn  up  and  were  to  come  into  force  on  the  1st 
January,  1932. 

These  regulations,  which  were  promulgated  forthwith,  provided 
for  the  setting  up  of  special  courts  in  a  number  of  places  for  the  trial 
of  civil  and  criminal  cases  in  which  foreigners  were  involved;  gave 
foreign  defendants  a  right  of  petition  to  have  their  cases  tried  in 
special  courts  even  in  areas  outside  the  special  courts’  local  jurisdic¬ 
tions  ;  and  contemplated  the  attachment  to  the  special  courts  of 
advisers  who  need  not  necessarily  be  Chinese  and  who  might  submit 
written  expressions  of  opinion  to  the  courts  without  interfering  in 
their  judgments.  Arrests  and  searches  were  to  be  carried  out  in 
accordance  with  the  Chinese  Criminal  Code ;  foreigners  arrested  were 
to  be  handed  over  for  trial  within  twenty -four  hours ;  foreigners 
might  be  represented  by  foreign  lawyers.  Violations  of  police  regula¬ 
tions  were  to  be  dealt  with  in  the  police  courts,  which  were  to  be 
empowered  to  impose  fines  up  to  $15  (Mex.).  On  the  same  day, 
Mr.  Wang  issued  a  statement  declaring  that  for  sixteen  months  he 
had  been  negotiating  with  six  Powers  and  this  without  success — at 
any  rate  in  the  negotiations  with  the  United  States  and  with  Great 
Britain.  The  People’s  Convention,  before  it  dispersed  on  the  16th 
May,  voted  unanimously  a  resolution  declaring  that  recognition 
would  be  refused  to  all  ‘the  unequal  treaties’  between  China  and 
foreign  Powers. 

These  Chinese  gestures  did  not,  however,  bring  the  negotiations  to 
an  end;  for,  at  any  rate  as  between  the  Chinese  and  the  British 
negotiators,  agreement  had  already  ‘  been  reached  on  a  large  number 

1  See  the  Survey  for  1930,  pp.  341-2,  and  section  (ii)  of  this  part  of  the  pre¬ 
sent  volume. 
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of  the  details  of  a  treaty  providing  on  the  one  hand  for  the  transfer 
of  jurisdiction  over  British  subjects  in  China  from  British  to  Chinese 
Courts,  and  on  the  other  hand  for  safeguards  relating  to  the  adminis¬ 
tration  of  justice,  calculated  to  give  a  feeling  of  confidence  and 
security  to  the  British  nationals  and  British  interests  under  a  new 
regime’.  In  making  this  statement  on  the  6th  May  in  the  House  of 
Commons  at  Westminster,  the  British  Secretary  of  State  for  Foreign 
Affairs,  Mr.  Arthur  Henderson,  explained  that  the  obstacle  which 
had  brought  the  Sino-British  negotiations  to  a  halt  was 

in  connexion  with  certain  important  treaty  ports,  which  in  the  view 
of  his  Majesty’s  Government  must  be  excluded  from  the  operation  of  the 
treaty  until  such  time  as  necessary  changes  have  been  effected  in  the 
municipal  administrations  at  those  ports  to  meet  the  new  situation 
created  by  the  abolition  of  extraterritorial  rights.  This  attitude  on  the 
part  of  his  Majesty’s  Government  was  influenced  not  only  by  considera¬ 
tion  of  the  chaos  which  must  ensue  from  any  sudden  change  in  jurisdic¬ 
tion  at  the  ports  in  question,  but  also  by  the  fact  that  they  could  not  alone 
decide  the  question,  having  regard  to  the  fact  that  other  Powers  were 
also  concerned.  As  a  way  out  of  the  difficulty,  his  Majesty’s  Govern¬ 
ment  recently  suggested  to  the  Chinese  Government  that  they  would  be 
prepared,  immediately  on  the  conclusion  of  the  treaty,  to  agree  to  the 
appointment  of  a  special  commission,  which  would  proceed  forthwith  to 
a  study  of  the  whole  problem  of  the  reserved  areas  with  a  view  to  finding 
a  satisfactory  solution.  Unfortunately,  the  Chinese  Government  have 
not  seen  their  way  to  agree  either  to  the  point  of  view  of  his  Majesty’s 
Government  on  the  question  of  the  reserved  areas  or  to  the  appointment 
of  the  suggested  commission.  His  Majesty’s  Government,  however, 
have  not  abandoned  hope  that,  if  time  is  allowed  for  further  discussion, 
a  satisfactory  solution  of  this  one  outstanding  difficulty  will  be  found. 

In  the  event,  Sir  Miles  Lampson  left  Shanghai  for  Nanking  to 
resume  negotiations  as  early  as  the  1 6th  May ;  and  in  the  ensuing 
discussions  a  draft  treaty  was  completed,  and  the  draft  referred  by 
the  negotiators  to  their  respective  Governments  for  consideration, 
before  Mr.  Wang  resigned  his  portfolio  on  the  30th  September.  No 
treaty,  however,  had  actually  been  signed,  or  even  initialed,  by  the 
Chinese  Government  with  any  of  the  Treaty  Powers  before  the  begin¬ 
ning  of  the  calendar  year  1932,  when,  according  to  the  Nanking 
Government’s  mandate  of  the  4th  May,  the  new  regulations  for 
Chinese  jurisdiction  over  foreigners,  which  had  been  promulgated 
by  the  Chinese  Government  unilaterally,  were  to  come  into  force. 
On  the  29th  December,  1931,  however,  yet  another  mandate  was 
issued  at  Nanking  postponing  the  enforcement  of  the  regulations  on 
the  ground  that  various  necessary  preparations  had  remained  un¬ 
completed  owing  to  the  natural  disasters  and  other  calamities  with 
which  China  had  been  afflicted  in  the  meantime. 
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The  truth  was  that  the  question  of  extraterritoriality  had  been 
eclipsed  by  the  crisis  arising  from  the  Japanese  aggression  in  Man¬ 
churia  which  had  begun  on  the  18th- 19th  September.  In  this  new 
and  formidable  ordeal,  the  policy  which  the  Chinese  Government 
were  pursuing  with  remarkable  ability  and  consistency  was  to  court 
the  sympathy  of  neutral  Powers  and  of  international  public  opinion 
by  scrupulously  carrying  out  Chinese  obligations  under  the  Covenant 
of  the  League  and  the  Multilateral  Pact  of  Paris  and  other  relevant 
treaties.  China  would  have  been  playing  into  Japan’s  hands  if,  at 
this  juncture,  she  had  committed  a  high-handed  unilateral  breach  of 
treaties :  the  very  offence  with  which  she  was  charging  J apan  herself 
before  the  tribunal  of  the  League.  Thus  the  Sino-Japanese  conflict 
of  1931-2  had  at  least  the  one  indirect  beneficial  effect  of  restraining 
China  from  taking  a  step  which  would  certainly  not  have  facilitated, 
and  would  probably  have  postponed,  that  agreed  and  mutually  satis¬ 
factory  settlement  of  the  extraterritoriality  question  which  was  the 
true  interest  of  all  parties. 

Meanwhile,  the  negotiations  that  had  been  dragging  on  from 
January  1930  to  December  1931  had  not  been  barren;  for  they  had 
narrowed  down  the  issue  to  the  question  of  a  transitory  local  regime 
in  four  treaty  ports:  Shanghai,  Hankow,  Canton  and  Tientsin.  In 
importance  Shanghai  outweighed  the  other  three  combined ;  and  the 
history  of  the  Shanghai  problem  was  marked,  in  the  year  1931,  by 
two  outstanding  events:  the  presentation  of  Mr.  Justice  Feetham’s 
report  to  the  Municipal  Council  of  the  International  Settlement,1 
and  the  retrocession  of  the  Mixed  Court  in  the  French  Settlement  to 
the  Chinese  authorities. 

The  Feetham  Report2  was  duly  published  in  1931  in  two  instal¬ 
ments  which  appeared  respectively  on  the  25th  April  and  the  16th 
June.  It  was  a  comprehensive  and  a  masterly  piece  of  work,  which 
displayed  all  the  virtues,  without  the  common  countervailing  limita¬ 
tions,  of  the  legal  mind.  While  the  legal  aspect  of  the  Shanghai 
problem  was  kept  prominently  to  the  fore  throughout  Mr.  Justice 
Feetham’s  investigation,  the  investigator  did  not  allow  his  legal 
interest  and  acumen  to  mislead  him  into  ignoring  other  considerations. 
The  result  was  a  conspectus  of  the  Shanghai  problem  in  which  the  legal 
factor  and  the  administrative,  economic,  political  and  psychological 

1  For  the  invitation  extended  to  Mr.  Justice  Feetham  by  the  Municipal 
Council,  see  the  Survey  for  1929,  p.  331 ;  for  Mr.  Justice  Feetham’s  arrival  at 
Shanghai  on  the  13th  January,  1930,  see  the  Survey  for  1930,  p.  349. 

2  Report  of  the  Hon.  Richard  Feetham,  C.M.G.,  Judge  of  the  Supreme  Court  of 
the  Union  of  South  Africa,  to  the  Shanghai  Municipal  Council  (Shanghai  1931, 
North  China  Daily  News  and  Herald,  3  vols.). 
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factors  were  admirably  integrated.  At  the  same  time,  the  Feetham 
Report  suffered  from  one  serious  limitation  which  arose  not 
from  any  failure  to  take  all  relevant  aspects  of  the  problem  into 
account  but  rather  from  a  failure  to  view  the  local  problem  of 
Shanghai  in  perspective  in  its  general  Chinese  setting.  Embarking 
upon  his  inquiry  at  the  invitation,  not  of  the  Chinese  Government 
but  of  the  Municipal  Council  of  the  Shanghai  International  Settle¬ 
ment,  arriving  in  Shanghai  by  sea  direct  from  the  distant  country 
which  was  the  scene  of  his  ordinary  avocations,  and  plunging  straight¬ 
way  into  the  task  of  mastering  an  intricate  and  voluminous  subject 
in  the  shortest  possible  time,  the  South  African  judge  who  was  the 
author  of  this  masterly  report  was  inevitably  led  to  some  extent 
into  thinking  of  China  in  terms  of  Shanghai  rather  than  thinking  of 
Shanghai  in  terms  of  China ;  and  although  he  was  consciously  on  his 
guard  against  this  error  of  perspective,1  he  succumbed  to  it  to  an 
extent  that  did  in  some  degree  affect  his  judgment. 

In  regard  to  the  burning  question  of  the  rendition  of  the  Inter¬ 
national  Settlement  at  Shanghai  to  Chinese  control — a  question  which 
was  a  crucial  point  in  the  contemporaneous  negotiations  between 
Mr.  C.  T.  Wang  and  Sir  Miles  Lampson  at  Nanking — Mr.  Justice 
Feetham  enumerated  four  points  on  which,  in  his  opinion,  there  was 
‘substantial  agreement  among  responsible  members  of  both  com¬ 
munities  in  the  Settlement,  foreign  and  Chinese  ’ : 

(1)  That  the  present  regime  under  the  Land  Regulations  is  not  to  be 

regarded  as  permanent,  and  that  the  time  will  come  for  rendition  of  the 

Settlement  when  certain  conditions  have  been  fulfilled. 

1  This  is  shown  by  the  following  passage  in  Part  I,  Ch.  ii,  ‘  Scope  of  Enquiry  ’ : 
‘My  task  has  been  not  only  to  study  the  actual  conditions,  economic,  social, 
administrative  and  political,  in  the  Settlement  itself  and  in  the  areas  of  Shang¬ 
hai  contiguous  to  the  Settlement,  but  also  to  form  some  general  idea  of  the 
conditions  prevailing  in  the  environment  to  which  Shanghai  belongs — that  is, 
of  the  background,  economic,  political  and  administrative,  in  the  country  at 
large,  against  which  the  special  problems  of  Shanghai  have  to  be  viewed  before 
they  are  revealed  in  their  true  shape  and  proportions.  Without  some  apprecia¬ 
tion  of  conditions  generally  prevailing  in  China  it  is  not  possible  either  to  bring 
proposals  for  the  future  government  of  Shanghai  into  due  relation  with  the 
recognized  goal  towards  which  national  progress  is  being  directed,  or  to  plan 
the  method,  and  regulate  the  pace  of  advance,  in  any  contemplated  process  of 
change,  in  such  a  way  as  to  give  the  required  protection  to  the  economic 
interests  involved.  But  while  it  has  been  necessary  to  keep  this  general  back¬ 
ground  constantly  in  mind,  my  primary  task  has  naturally  been  to  study  Shang¬ 
hai  itself,  and  more  especially  to  understand  the  nature  and  extent  of  its  com¬ 
mercial  and  industrial  activities,  the  true  foundations  of  its  position  as  a  great 
business  centre,  and  the  leading  features  of  the  existing  regime  in  the  Settlement, 
and  to  ascertain,  and  weigh,  the  views  of  the  various  sections  of  the  community 
in  the  Settlement,  both  foreign  and  Chinese,  who  have  the  first  claim  to  be 
heard  in  regard  to  any  plans  for  its  future.’  (Feetham,  Report,  vol.  i,  pp.  5-6.) 
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(2)  That  when  the  time  has  come  for  rendition,  there  should  be  sub¬ 
stituted  for  the  present  regime  under  the  Land  Regulations  a  new  regime, 
to  be  established  under  Charter  granted  by  the  National  Government, 
conferring  full  rights  of  local  self-government  on  the  Settlement,  on  the 
basis  of  continued  co-operation  between  foreigners  and  Chinese,  either 
as  a  separate  unit  or  as  a  part  of  the  City  of  Shanghai. 

(3)  That  a  transition  period  is  necessary  before  rendition,  followed  by  the 
establishment  of  a  Charter  regime,  can  be  regarded  as  a  practical  policy. 

(4)  That  during  this  period  the  affairs  of  the  Settlement  should  be  con¬ 
ducted  on  the  basis  of  close  co-operation  between  the  foreign  and  Chinese 
Communities  in  the  Settlement.1 

On  the  broad  issue  of  rendition,  the  investigator  summed  up  his 
conclusions  as  follows : 

I.  The  objections  to  rendition  as  a  practical  pohcy  for  immediate 
adoption  are  overwhelming.  Rendition  to-day  would  not  only  be 
fatal  to  the  ‘  security  ’  which,  from  the  point  of  view  of  business  interests, 
is  the  vital  feature  of  the  present  Settlement  regime,  but  would  also 
render  impossible  the  continuance  of  local  self-government  in  any 
effective  form.  Rendition  will,  however,  ultimately  be  justifiable  and 
necessary  in  order  to  satisfy  the  national  aspirations  of  the  Chinese 
people,  and  to  enable  the  National  Government  of  China,  by  the  exer¬ 
cise  of  its  own  authority,  to  provide  for  the  future  municipal  govern¬ 
ment  of  the  Settlement.  Rendition,  followed  by  the  grant  by  the  Chinese 
Government  of  a  Charter  conferring  rights  of  local  self-government 
on  the  inhabitants  of  the  Settlement — foreign  and  Chinese — whether  as 
a  separate  self-governing  unit  or  as  part  of  a  larger  whole — should, 
therefore,  be  recognized  as  the  ultimate  goal  of  future  pohcy. 

II.  Rendition  should  not  take  effect  until  the  following  conditions  have 
been  fulfilled : 

(1)  The  internal  conditions  of  China,  as  regards  establishment  of  the 
authority  of  the  National  Government  and  maintenance  of  order,  must 
have  so  far  improved  as  to  remove  any  reasonable  anxiety  as  to  future 
defence  of  the  Settlement  against  civil  war,  or  other  external  dangers 
which  may  arise  from  local  disturbances. 

(2)  The  idea  of  the  rule  of  law  must  take  root  in  China,  and  be  em¬ 
bodied  in  a  practical  and  effective  form  in  the  institutions  of  the  country ; 
and  constitutional  government  must  reach  such  a  stage  of  development 
as  to  enable  the  National  Government  to  make  by  Charter  adequate  and 
durable  provision  for  the  future  administration  of  the  Settlement  on  a 
self-governing  basis,  and  to  secure  the  inviolability  of  the  rights  granted 
under  such  a  Charter  under  a  judicial  system  which  both  guarantees  the 
independence  of  the  Courts  and  enables  them  to  enforce  their  decisions. 

(3)  Political  conditions  in  China  must  be  such  as  to  enable  local  self- 
governing  institutions  to  enjoy  real  independence  within  their  own 
sphere  of  operations  without  being  subject  to  the  orders  of  the  National 
Government,  or  to  the  control  of  any  Party  organization  occupying 
a  privileged  and  dominating  position,  such  as  that  at  present  assigned  to 
the  Kuomintang. 

1  Feetham  Report,  Part  V,  Chapter  iv,  section  (iii)  (vol.  ii,  p.  133). 
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(4)  The  Chinese  community  in  the  Settlement  must  acquire  sufficient 
experience  in  the  working  of  representative  institutions  to  enable  them  to 
assume  the  major  share  of  responsibility  for  the  administration  of  the 
Settlement  with  a  reasonable  prospect  of  success. 

III.  It  is  inevitable  that  a  long  transition  period  should  still  intervene 
before  these  conditions  can  be  adequately  fulfilled.  Their  fulfilment  will 
involve  a  great  process  of  transformation.  China’s  leaders  have  set 
themselves  to  accomplish  such  a  transformation.  But  time  is  needed 
not  only  for  making  the  fundamental  changes  required  for  the  purpose 
of  fulfilling  these  conditions,  but  also  for  testing  the  effective  and  lasting 
character  of  such  changes  ;  and  to  suggest  that  this  double  process  can  be 
completed  in  the  course  of  a  few  years  is  only  to  raise  anticipations  which 
are  doomed  to  disappointment.  During  this  transition  period  the 
present  Settlement  regime,  as  established  under  the  Land  Regulations, 
should  be  maintained  on  the  basis  of  increasing  co-operation  between 
the  Foreign  and  Chinese  communities,  and  such  constitutional  changes 
should  be  introduced  as  are  necessary  for  the  purpose  of  enabling  the 
Chinese  to  participate  effectively  in  the  work  of  local  self-government 
under  some  modification  of  the  present  system,  and  of  thus  paving  the 
way  to  the  eventual  establishment  of  a  new  system  based  on  a  Charter 
granted  by  the  National  Government.1 

From  a  Shanghaio-centric  standpoint  these  observations  were  im¬ 
peccable  ;  but  the  limitations  of  this  standpoint  reveal  themselves  in 
the  passages  relating  to  the  probable  length  of  the  transition  period. 
Mr.  Justice  Feetham  not  only  classified  this  as  one  of  the  ‘subordinate 
questions  ’  at  issue  ;2  he  also  committed  himself  to  the  statement  that 
‘if  an  opinion  were  to  be  ventured  now  as  to  the  minimum  period 
required,  it  would  be  a  question  of  the  number,  not  of  years,  but  of 
decades’.3  These  judgments  seemed  to  indicate  a  tendency  to  deal 
in  too  simple  terms  with  what  was  essentially  a  multiple  problem. 
To  observers  with  a  Pan-Sinic  or  an  oecumenical  point  of  view,  the 
problem  of  Shanghai  presented  itself  as  no  more  than  one  element — 
however  important  an  element — in  the  problem  of  China,  and  the 
problem  of  China,  in  its  turn,  as  one  among  a  dozen  signal  instances 
of  the  world-wide  problem  created  by  the  impact  of  the  West  upon 
all  contemporary  non-Western  societies.  In  this  perspective  it  was 
evident,  in  1931,  that  time  was  of  the  essence  of  the  Shanghai 
problem,  and  that  the  time-factor,  so  far  from  being  variable  at  the 
statesman’s  pleasure,  was  actually  the  most  intractable  of  all  the 
factors  with  which  he  had  to  deal.  The  fundamental  problem  at 
Shanghai  was,  in  fact,  the  problem  of  ‘speeding-up’,  in  an  excep¬ 
tionally  difficult  local  environment,  an  administrative  and  constitu¬ 
tional  evolution  which  could  not  safely  anticipate  the  slow  march  of 

1  Feetham  Report,  Part  V,  Chapter  iv,  section  (vi)  (vol.  ii,  pp.  139-40). 

2  Feetham  Report,  vol.  ii,  p.  133.  3  Feetham  Report,  vol.  ii,  p.  139. 
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habit  and  experience,  in  order  to  keep  pace  with  a  psychological 
revolution  in  China  at  large  by  which  the  local  regime  in  the  Shanghai 
International  Settlement  could  not  safely  allow  itself  to  be  out¬ 
stripped.  When  it  is  remembered  that  the  Chinese  Revolution  was 
in  action  throughout  the  hinterland  of  Shanghai,  from  the  threshold 
of  the  two  foreign  settlements  to  the  distant  outer  limits  of  the  vast 
zone  of  the  treaty  port’s  trade  with  the  interior,  and  when  it  is  also 
remembered  that  this  Chinese  Revolution  was  moving  at  a  dizzy 
speed  on  a  reckless  course,  through  a  series  of  catastrophes  any  one 
of  which  might  have  been  enough  to  destroy  everything  that  had 
been  built  up  at  Shanghai  in  ninety  years,  if  the  two  foreign  settle¬ 
ments  had  not  been  sheltered  by  treaty  and  prescription,  the  extra¬ 
ordinary  difficulty  of  the  Shanghai  problem  begins  to  become  appa¬ 
rent.  The  particular  solution  for  the  problem  which  is  suggested  in 
the  Feetham  Report  is  exposed  to  criticisms  which  may  be  stated 
in  the  form  of  a  dilemma.  On  the  one  hand,  if  the  conditions  for 
rendition  that  are  postulated  in  the  Feetham  Report  were  ever  ful¬ 
filled  (and,  indeed,  long  before  their  complete  fulfilment),  all  justifica¬ 
tion  for  any  kind  of  special  regime  at  Shanghai  would  have  completely 
disappeared.  On  the  other  hand,  the  fulfilment  of  these  conditions 
would  be  a  question — to  travesty  Mr.  Justice  Feetham’s  own  phrase — 
not  of  decades  but  of  generations  or  centuries.  In  fact,  on  a  realistic 
view,  the  probable  date  would  have  to  be  relegated  to  infinity ;  since 
the  conditions  laid  down  by  Mr.  Justice  Feetham  involved  the  assump¬ 
tion  that  Chinese  political  ideas  and  institutions  and  standards, 
outside  as  well  as  inside  the  International  Settlement  at  Shanghai, 
would  eventually  become  identical  with  those  of  the  Western  World, 
whereas  the  likelihood  was  that  the  eventual  outcome  of  the  West¬ 
ern  impact  upon  China  would  not  be  a  photographically  exact 
'Westernization’  of  Chinese  life,  but  rather  an  organic  adaptation  of 
traditional  Chinese  ideas  and  institutions  and  standards  to  life  in 
a  Western  environment. 

It  is  perhaps  significant  that,  during  the  year  in  which  Mr.  Justice 
Feetham  was  making  his  investigations  and  was  finding  in  favour  of 
a  leisurely  time-rhythm  of  constitutional  and  administrative  change 
in  the  Shanghai  International  Settlement,  the  authorities  responsible 
for  the  administration  of  the  adjoining  French  Settlement,  who  had 
been  slower,  on  the  whole,  in  previous  years  than  the  Municipal 
Council  of  the  International  Settlement  to  make  voluntary  surrenders 
of  acquired  rights,  were  engaged  in  making  an  important  concession 
to  Chinese  desires. 

The  history  of  the  Mixed  Court  in  the  French  Settlement  at 
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Shanghai  has  been  carried  in  a  previous  volume1  down  to  January 
1930,  when  the  scope  of  Chinese  jurisdiction  in  the  Court  was  ex¬ 
tended,  by  French  unilateral  action,  through  an  ordre  de  service  signed 
by  the  French  Consul-General.  In  January  1931,  it  was  announced 
that  the  French  Government  had  agreed  in  principle  to  give  up  the 
Mixed  Court  altogether,  and  that  Franco-Chinese  negotiations  on  this 
subject  were  to  be  opened.  On  the  5th  June  Mr.  C.  T.  Wang  an¬ 
nounced  that  an  agreement  had  been  reached ;  and  on  the  28th  July, 
at  Nanking,  the  text  of  ‘a  Franco-Chinese  Arrangement  providing 
for  the  institution  of  Chinese  courts  of  justice  in  the  French  Conces¬ 
sion  ( sic  semper)  at  Shanghai’  was  duly  signed,  together  with  an 
exchange  of  correspondence  of  the  same  date.2 

This  new  arrangement  abolished  the  existing  Mixed  Court  and 
everything  that  appertained  to  it  (Art.  I)3  and  substituted  for  it 
one  purely  Chinese  district  court  and  one  purely  Chinese  court  of 
appeal  with  areas  of  jurisdiction  coextensive  with  the  French  Settle¬ 
ment  (Art.  2).  Chinese  laws  and  regulations,  existing  and  future, 
were  to  be  applied  by  the  two  courts,  subject  to  the  administrative 
regulations  of  the  Settlement  (Art.  3).  The  personnel  of  the  judicial 
police  was  to  be  appointed  by  the  President  of  the  new  appeal  court 
on  the  nomination  of  the  (French)  administrative  authorities  in  the 
Settlement  (Art.  10).  One  of  the  most  important  stipulations  in  the 
agreement  was  the  express  reservation  (contained  in  one  of  the  letters 
addressed  by  the  French  signatories  to  the  Chinese)  that  ‘the  arrange¬ 
ment’  could  ‘not  in  any  way  affect  or  invalidate  the  rights  which 
France  and  her  ressortissants  possessed,  partly  in  virtue  of  treaties 
and  agreements  that  had  been  concluded  between  the  two  countries 
and  were  still  in  force,  and  partly  by  custom’.  The  French  Govern¬ 
ment  also  reserved  the  right  ‘to  oppose  at  any  future  time  the  appli¬ 
cation,  in  the  French  Concession  at  Shanghai,  of  any  law,  regulation 
or  decision  contrary  to  the  administrative  regulations  or  to  the  usages 
of  the  Concession  or  likely  to  prejudice  the  maintenance  of  order 
and  security  in  that  territory’.4 

1  See  the  Survey  for  1929,  pp.  334—5. 

2  Texts  in  L' Europe  Nouvelle,  5th  September,  1931. 

3  The  existing  court  was  handed  over  to  the  Chinese  on  the  31st  July,  1931. 

4  In  general,  this  agreement  followed  the  lines  of  the  agreement  of  the  17th 
February,  1930,  relating  to  the  Provisional  Court  in  the  International  Settle¬ 
ment,  the  principal  difference  being  that,  whereas  in  the  International 
Settlement  the  prison  remained  under  the  control  of  the  Municipal  Council,  in 
the  French  Settlement  the  prison,  having  been  under  the  control  of  the  local 
Mixed  Court,  was  now  handed  over  with  the  Court.  One  vital  difference  in 
practice  was  that  the  French  authorities  apparently  arranged  to  retain  the 
nomination  of  the  Chinese  judges  in  their  own  hands. 
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While  the  general  problem  of  extraterritoriality  throughout  China, 
and  the  local  problem  of  the  future  status  and  regime  of  the  two 
foreign  settlements  at  Shanghai,  were  thus  in  process  of  negotiation 
and  investigation  during  the  year  1931,  strong  public  feeling  was 
being  aroused  among  foreign  residents  in  China  by  the  fate  of  Mr.  John 
Thorburn,  an  Englishman,  nineteen  years  of  age,  who  had  been  in 
commercial  employment  at  Shanghai,  and  who,  after  resigning  his 
position,  had  walked  out  of  the  city,  armed  and  alone  and  without 
a  passport,  into  the  open  country,  along  the  permanent  way  of  the 
Shanghai-Nanking  Railway,  on  the  night  of  the  1st  June,  1931,  with 
the  intention  ‘to  seek  his  fortune’.1  As  far  as  it  eventually  proved 
possible  to  ascertain  the  facts,  it  would  appear2  that,  in  the  course  of 
that  night,  Thorburn,  as  he  was  making  his  way  along  the  railway- 
track,  was  challenged  by  a  patrol  of  three  Chinese  gendarmes ;  that 
he  disregarded  the  challenge  ;  and  that  he  shot  down  two  of  the  gen¬ 
darmes  when  they  approached  to  investigate.  At  the  moment,  the 
young  man  escaped  under  cover  of  a  passing  train ;  but  next  day  he 
was  duly  arrested,  was  taken  to  Suchow,  and  was  examined  by  the 
local  Chinese  military  commandant,  Colonel  Huang  Chen-wu.  Accord¬ 
ing  to  the  eventual  report  of  General  Chen  Yi,  the  Chinese  Vice- 
Minister  of  War,  the  prisoner,  under  interrogation,  showed  himself 
recalcitrant ;  and  when  Colonel  Huang  examined  Thorburn  for  the 
second  time — which  occurred  on  the  8th  June,  after  the  Colonel  had 
learnt  that  one  of  the  wounded  gendarmes  had  already  died  of  his 
wounds  and  that  the  other  could  not  recover— the  Colonel  lost  his 
temper  at  Thorburn’s  provocative  demeanour  and,  drawing  a  pistol, 
shot  his  prisoner  dead  there  and  then. 

Whatever  the  course  of  events  may  have  been  up  to  that  point, 
there  is  no  doubt  that  Thorburn  was  killed  by  the  Chinese  military 
authorities  who  had  taken  him  prisoner,  and  that  thereafter  the 
Chinese  put  themselves  in  the  wrong  by  doing  their  best,  so  long  as 
they  were  able,  to  hush  up  the  affair  and  to  prevent  the  truth  from 
coming  to  the  knowledge  of  the  British  authorities. 

This  Chinese  official  policy  was  ineffective  as  well  as  ill-conceived, 
because  Thorburn  had  been  seen  in  public,  in  the  hands  of  Chinese 

1  See  the  message,  dated  the  20th  July,  1931,  from  the  Shanghai  corre¬ 
spondent  of  The  Manchester  Guardian,  published  in  The  Manchester  Guardian 
of  the  10th  August. 

2  See  the  translation,  supplied  by  the  Foreign  Office  in  Whitehall  and  pub¬ 
lished  in  The  Times  of  the  4th  November,  1931,  of  a  note,  dated  the  20th 
October,  1931,  and  addressed  to  the  British  Minister  in  China  by  the  Chinese 
Ministry  for  Foreign  Affairs,  together  with  a  summary,  attached,  of  the  trans¬ 
lation  of  a  report  made  by  the  Chinese  Vice-Minister  of  War,  General  Chen  Yi. 
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soldiers,  between  the  date  of  his  arrest  and  the  date  of  his  final 
disappearance  ;  convincing  evidence  on  this  point1  came  into  the  hands 
of  the  British  consular  and  diplomatic  representatives  in  China ;  and 
vigorous  diplomatic  action  was  promptly  taken.  On  the  6th  July,  in 
the  House  of  Commons  at  Westminster,  the  Secretary  of  State  for 
Foreign  Affairs,  Mr.  Arthur  Henderson,  announced  that  Sir  Miles 
Lampson  was  strongly  pressing  Mr.  Wang  to  appoint  a  commission 
of  inquiry ;  and  a  commission,  consisting  of  officials  from  the  Chinese 
Ministries  of  Foreign  Affairs  and  of  War,  had  in  fact  been  appointed 
at  the  end  of  June.2  On  the  28th  July,  Sir  Miles  Lampson  travelled 
by  air  to  make  direct  personal  representations  on  the  case  to  President 
Chiang  Kai-shek,  who  responded  by  ordering  a  further  and  more 
searching  investigation.  The  upshot  was  a  note,  dated  the  20th 
October,  1931,  from  the  Chinese  Minister  for  Foreign  Affairs  to  the 
British  Minister  in  China,  covering  a  report  from  the  Chinese  Vice- 
Minister  of  War,  General  Chen  Yi.  The  report  gave  a  narrative  of 
events  which  has  been  followed  above  in  this  survey,  and  announced 
that  Colonel  Huang  Chen-wu  had  been  tried  by  court  martial  and 
sentenced  to  imprisonment  for  fourteen  years.  Upon  the  receipt  of 
these  documents,  the  Government  at  Westminster  authorized  the 
British  Minister  in  China  to  inform  the  Chinese  Government  that 
the  statement  communicated  by  them  was  accepted  as  satisfactory. 

Whatever  the  merits  of  ‘the  Thorburn  Case’  might  be,  it  was  a 
matter  of  some  international  importance  inasmuch  as  it  perceptibly 
affected,  at  the  outset,  the  attitude  of  the  Western  community  in 
China  to  the  subsequent  Japanese  action  in  Manchuria.  For  this 
action  began  on  the  18th- 19th  September — at  a  time  when  the 
feelings  aroused  by  ‘the  Thorburn  Case’  were  still  hot — and  it  was 
represented  by  the  Japanese  as  arising,  at  least  in  part,  out  of  a 
failure  to  obtain  satisfaction  from  the  local  Chinese  authorities  for 
the  alleged  murder,  in  the  Manchurian  country-side,  of  a  Japanese 
national,  Captain  Nakamura.  A  parallel  between  ‘the  Nakamura 
Case’  and  ‘the  Thorburn  Case  ’  was  thus  suggested  to  Western  minds. 

(b)  THE  SINO-JAPANESE  CONFLICT 

(1)  The  Immediate  Antecedents  in  Manchuria 

On  the  ground  of  an  alleged  act  of  sabotage  by  Chinese  troops 
against  the  Japanese-owned  South  Manchurian  Railway,  the  Japanese 

1  Statement  by  the  Under- Secretary  of  State  for  Foreign  Affairs,  Mr. 
Dalton,  in  the  House  of  Commons  at  Westminster,  on  the  27th  July,  1931, 
in  answer  to  a  parliamentary  question. 

2  Statement  by  Mr.  Dalton,  in  the  House  of  Commons  at  Westminster,  on 
the  22nd  July,  1931,  in  answer  to  a  parliamentary  question. 
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military  forces  which  were  stationed  in  the  Japanese  leased  territory 
and  in  the  Japanese  railway -zone  in  Manchuria1  started  military 
operations,  on  the  night  of  the  lSth-19th  September,  1931,  in  the 
adjoining  Manchurian  territory  that  was  not  only  under  Chinese 
sovereignty  but  was  also  under  Chinese  administration  (the  local 
Chinese  authority  being,  at  that  time,  the  Manchurian  Government 
of  Marshal  Chang  Hsueh-liang). 

These  Japanese  military  operations,  though  at  first  conducted  with 
small  forces,  were  on  a  large  geographical  scale ;  and  in  little  more 
than  four  months  the  area  of  the  Sino-Japanese  conflict,  that  had 
thus  begun,  expanded  first  over  the  whole  of  Manchuria  and  then  to 
Shanghai.  At  the  same  time,  the  sphere  of  the  conflict  spread  from 
the  military  to  the  economic  plane,  since  the  Chinese  people  retorted 
to  the  Japanese  military  operations  by  re -instituting  a  boycott  of 
Japanese  goods.2  Thus  a  local  incident  came  to  affect  almost  all  the 
relations  between  the  two  parties  immediately  concerned,  and  this 
in  both  the  places  in  Chinese  territory  where  they  were  in  the  closest 
contact  with  one  another. 

Moreover,  this  Sino-Japanese  conflict  was  from  the  outset  a  world 
affair,  and  this  for  two  reasons.  In  the  first  place,  the  conflict  fell 
within  the  scope  of  the  Covenant  of  the  League  of  Nations  and  the 
Kellogg  Pact  and  the  Nine-Power  Treaty  ‘relating  to  principles  and 
policies  to  be  followed  in  matters  concerning  China  ’  which  had  been 
signed  at  the  Washington  Conference  on  the  6th  February,  1922. 3 
The  Sino-Japanese  conflict  of  1931  thus  juridically  concerned  not 
only  the  States  Members  of  the  League  of  Nations  but  also  the 
United  States  (as  a  signatory,  of  the  Nine-Power  Treaty  and  the 
Kellogg  Pact)  and  the  U.S.S.R.  (as  a  signatory  of  the  Kellogg  Pact). 

1  Juridically,  these  territories  had  never  ceased  to  be  under  Chinese  sove¬ 
reignty.  Be  facto,  they  were  garrisoned  at  this  time  by  Japanese  troops  and 
administered  by  Japanese  civil  authorities.  This  de  facto  situation  was  justi¬ 
fied,  on  Japanese  showing,  by  treaty-rights  which  Japan  had  lawfully  acquired. 
The  Chinese  disputed  the  validity  of  the  treaties  a  priori,  as  well  as  the  inter¬ 
pretation  which  was  placed  upon  them  by  the  Japanese.  For  this  important, 
complicated  and  controversial  subject,  see  C.  W.  Young,  Japanese  Jurisdiction 
in  the  South  Manchuria  Railway  Areas  (Baltimore,  1931,  The  Johns  Hopkins 
Press)  and  the  Lytton  Report,  pp.  49-55. 

2  For  previous  Chinese  boycotts  of  Japanese  goods,  see  the  Survey  for  1925, 
vol.  ii,  p.  318  ;  the  Survey  for  1926,  p.  345 ;  the  Survey  for  1927,  p.  366 ;  the  Sur¬ 
vey  for  1928,  pp.  406,  412 ;  the  Survey  for  1929,  p.  315.  The  boycott  of  1931  was 
actually  proclaimed  by  the  Chinese  Chamber  of  Commerce  at  Shanghai  on  the 
13th  July  (see  p.  435  below) — that  is,  before  the  Japanese  military  coup  of  the 
18th— 19th  September  and  apropos  of  the  antecedent  anti-Chinese  outbreak 
in  Korea.  It  was,  however,  the  psychological  effect  of  the  subsequent  Japanese 
military  action  that  gave  the  Chinese  boycott  of  1931  its  driving  force. 

3  See  the  Survey  for  1920-3,  pp.  477-8. 
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The  second  consideration  which  made  this  Sino -Japanese  conflict  an 
affair  of  world-wide  interest  and  importance  was  its  practical  aspect 
as  ‘an  acid  test’— to  borrow  President  Wilson’s  famous  phrase — of 
the  whole  system  of  ‘  collective  security  ’  which  the  Covenant  and  the 
Pact,  between  them,  had  been  intended  to  establish.1  This  considera¬ 
tion  was  continually  present  in  the  minds  of  the  representatives  of 
the  small  states  and  the  intermediate  Powers  throughout  the  diplo¬ 
matic  proceedings.  As  for  the  Great  Powers,  which  still  believed 
themselves  capable  of  providing  for  their  own  security  by  the  strength 
of  their  own  right  arms,  some  of  them  showed  less  concern  than  the 
small  states  for  general  principles  and  more  concern  for  their  own 
particular  interests.  In  this  connexion,  it  may  be  observed  that  the 
three  Continental  European  Powers  had  little  direct  interest  in  Far 
Eastern  Affairs.  On  the  other  hand,  the  U.S.S.R.,  the  United  States 
and  the  self-governing  Dominions  of  the  British  Commonwealth  of 
Nations  which  had  sea-boards  on  the  Pacific  Ocean  (that  is,  Canada, 
Australia  and  New  Zealand),  were  all  more  closely  concerned  than 
they  would  have  been  if  an  international  crisis  of  the  same  character 
and  of  equal  magnitude  had  arisen  in  Europe.  As  for  the  United 
Kingdom,  her  interests  were  world- wide  ;  and  therefore  it  was  hardly 
possible  that  any  serious  international  crisis — in  Europe  or  in  the 
Far  East  or  in  any  other  region — should  leave  her  indifferent. 

The  outbreak  of  the  Sino-Japanese  conflict  and  its  various  sequels 
cannot,  of  course,  be  understood  aright  except  in  the  light  of  the 
antecedents.  The  most  important  of  these  antecedents  was  that 
profound  and  general  change  in  the  orientation  of  Japanese  foreign 
policy  that  has  been  mentioned  in  the  introduction  to  this  Part  of  the 
present  volume.2  As  for  the  local  antecedents  in  Manchuria,  these 
have  been  dealt  with  to  some  extent  in  previous  volumes  of  this 
series.3  In  the  present  place,  therefore,  it  is  only  necessary  to  record 
the  immediate  local  antecedents  before  proceeding  to  give  an  account 
of  the  course  of  the  conflict,  and  its  repercussions,  from  the  18th-19th 
September,  1931,  onwards. 

These  immediate  antecedents  may  be  classified  under  three  heads : 
first,  the  friction  between  Chinese  and  Koreans  both  in  Manchuria 
and  in  Korea  ;4  second,  the  friction  between  Chinese  and  Japanese  in 

1  See  the  Lytton  Report,  p.  129.  2  See  pp.  399  seqq  above. 

3  e.g.,  in  the  Survey  for  1925,  vol.  ii.  Part  III,  section  (i),  ‘The  Chinese 
Eastern  Railway’,  and  section  (v),  ‘The  Manchurian  Railway  Situation’;  the 
Survey  for  1928,  Part  IV,  section  (ii)  (d),  ‘The  Economic  Rivalry  between  the 
Chinese,  Japanese,  and  Russians  in  Manchuria’ ;  the  Survey  for  1929,  Part  IV, 
‘The  Dispute  between  China  and  the  U.S.S.R.  over  the  Chinese  Eastern 
Railway’.  4  See  the  Lytton  Report,  pp.  55-61. 
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Manchuria  over  the  railway  problem  ;  third,  the  alleged  assassination 
of  a  Japanese  subject,  Captain  Nakamura,  by  Chinese  soldiers  in 
Chinese-administered  territory  in  Manchuria. 

The  friction  between  Chinese  and  Koreans  was  a  consequence  of 
the  geographical  intermingling  of  the  two  nations  which  had  followed 
the  economic  development  of  Korea  and  Manchuria  since  the  end 
of  the  Russo-Japanese  War  of  1904-5.  As  Korea  had  developed 
economically  under  Japanese  rule,  the  colonies  of  Chinese  business¬ 
men  and  shopkeepers  in  the  Korean  cities  had  increased  in  numbers 
and  in  prosperity.  And  as  Manchuria  had  developed  under  the 
peculiar  dual  regime  of  Japanese  administration  in  the  South  Man¬ 
churian  Railway  Zone  and  Chinese  administration  elsewhere,1 
Koreans,  as  well  as  Chinese  and  Japanese,  had  settled  there.  These 
Korean  settlers  were  an  important  factor  in  the  Manchurian  problem 
on  several  accounts.  For  one  thing,  they  were  by  far  the  most 
numerous  category  of  Japanese  subjects  in  Manchuria — the  number 
of  Korean  settlers  being  some  800,000  as  against  only  about  230,000 
Japanese.  For  another  thing,  the  Koreans  were  settling  on  the  land, 
in  agricultural  pursuits,  in  competition  with  the  Chinese — a  competi¬ 
tion  into  which  the  Japanese,  with  their  higher  standard  of  living, 
were  no  more  able  to  enter  in  Manchuria  than  the  settlers  of  European 
origin  in  Australasia,  or  along  the  Pacific  coast  of  North  America, 
were  able  to  compete  there,  under  free  and  equal  conditions,  with  the 
Japanese.  A  corollary  of  the  Koreans’  settlement  on  the  land  in 
Manchuria  was  a  tendency,  on  their  part,  to  settle  outside  the 
Japanese-administered  areas,  in  Chinese-administered  territory, 
whereas  almost  all  the  Japanese  settlers  in  Manchuria,  being  urban 
or  industrial  workers,  kept  within  the  bounds  of  the  Japanese  leased 
territory  or  the  Japanese  railway-zone. 

This  geographical  intermingling  of  three  peoples  in  two  countries 
gave  rise  to  a  continuous  ‘three-cornered  duel’  between  them.  The 
Japanese,  who  were  interlopers  in  Korea  and  in  Manchuria  alike, 
were  equally  obnoxious  to  the  Korean  inhabitants  of  the  former 
country  and  to  the  Chinese  inhabitants  of  the  latter.  On  the  other  hand, 
the  Chinese  in  Korea  and  the  Koreans  in  Manchuria  each  shared, 
locally,  the  uniform  unpopularity  of  the  Japanese.  In  consequence, 

1  The  r6gime  was  really  more  complicated  than  this,  since  the  Japanese 
were  on  a  different  footing  in  their  railway-zone  on  the  one  hand  and  in  their 
leased  territory  of  Kwantung  on  the  other,  while  the  Russians  also  had  a  special 
status  along  the  Chinese  Eastern  Railway.  (For  the  previous  history  of  Sino- 
Russian  relations  in  Manchuria,  see  the  Survey  for  1925,  vol.  ii,  Part  III, 
section  (iii) ;  the  Survey  for  1926,  Part  III  A,  section  (vi) ;  the  Survey  for  1929, 
Part  IV,  section  (iv).) 
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their  respective  relations  with  the  Japanese  varied  according  to 
the  locality.  The  Koreans,  who  looked  upon  the  Japanese  as  their 
oppressors  in  their  own  country,  were  encouraged  by  the  Japanese 
themselves  to  turn  to  them  for  protection  in  Manchuria.  Conversely, 
the  Japanese,  who  supported  the  Korean  minority  against  the  over¬ 
whelming  Chinese  majority  in  Manchuria  (where  the  Chinese  out¬ 
numbered  the  Japanese  and  the  Koreans  combined  by  perhaps  27 
to  1),  had  not  the  same  inclination  to  support  the  Koreans  at  home, 
in  Korea  itself,  against  the  local  Chinese  minority,  who  there  were 
strangers  and  sojourners  in  the  land,  like  the  Japanese  themselves. 

The  Koreans,  who  were  by  far  the  weakest  nation  of  the  three, 
were  in  an  unenviable  position.  They  seemed  fated  to  be  ground 
between  the  upper  and  the  nether  millstone.  Nevertheless,  it  was 
their  fortune  to  play  a  considerable  part  in  the  immediate  antecedents 
to  the  Sino -Japanese  collision  of  1931. 

In  the  summer  of  that  year  a  dispute  arose  at  Wanpaoshan — a 
place  in  the  Kirin  province,  in  Chinese-administered  territory,  just 
outside  the  Japanese  railway-zone,  in  the  neighbourhood  of  Chang¬ 
chun — between  the  local  Chinese  farmers  and  a  group  of  Korean 
settlers.  These  Koreans  had  leased  a  tract  of  uncultivated  land  from 
a  Chinese  private  citizen  (who  had  taken  it  on  lease  himself  without 
having  completed  the  formalities)  and  had  started — with  financial 
support  from  the  Japanese  Oriental  Development  Corporation — to 
dig  irrigation  works.  The  local  Chinese  farmers  complained  that 
these  Korean  works  had  ruined  some  of  their  lands  and  were  threaten¬ 
ing  to  ruin  others ;  and,  when  the  Koreans  refused  to  desist,1  a  Chinese 
crowd  destroyed  the  irrigation  works  on  the  1st  July,  while  the  Chinese 
police  arrested  a  number  of  the  Koreans.  Thereupon  the  Japanese 
consular  police,  who  had  already  been  sent  across  the  boundary  to 
the  scene  of  disturbance  by  the  authorities  in  the  Japanese  ‘railway- 
town’  at  Changchun,  dispersed  the  Chinese  crowd  by  rifle  fire 
(without  casualties)  and  took  control  of  the  Wanpaoshan  district, 
from  which  they  evicted  not  only  the  Chinese  police  but  also 
the  local  Chinese  farmers.2 

When  the  news  of  this  Wanpaoshan  incident  reached  Korea, 
through  the  distorting  and  exaggerating  medium  of  the  local  press, 
there  were  outbreaks  of  violence,  on  the  part  of  the  Korean  popula- 

1  According  to  the  Chinese  account  the  Koreans  remained  obstinate 
although  an  agreement  had  been  reached  between  the  Chinese  District 
Governor  and  the  Japanese  Consul-General  at  Changchun  that  the  works 
should  cease  while  the  case  was  under  negotiation. 

2  For  the  Wanpaoshan  incident  see  the  Lytton  Beport,  pp.  61-3;  The 
Manchester  Guardian,  1st  August,  1931;  and  The  Times,  17th  August,  1931. 
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tion,  against  the  Chinese  residents  in  Seoul,  Chemulpho,  Heijo, 
Shingishu,  Fusan  and  other  places  on  the  3rd-9th  July;  and  the 
Japanese  authorities  in  Korea  did  not  restore  order  before  there  had 
been  a  considerable  number  of  casualties.  In  all,  127  Chinese  were 
reported  to  have  been  killed  and  393  wounded,  while  34  Japanese 
policemen  sustained  injuries. 

Thereafter,  when  the  news  of  this  Korean  outbreak  reached  China 
(distorted  and  exaggerated  en  route,  in  its  turn),  the  Chinese  Chamber 
of  Commerce  at  Shanghai  decided,  on  the  13th  July,  to  institute 
and  lead  a  nation-wide  anti-Japanese  boycott  on  the  ground  that  the 
Japanese  authorities  in  Korea  had  deliberately  neglected  to  afford 
adequate  protection  to  the  Chinese  residents  ;  and  other  local  Chambers 
of  Commerce  and  branches  of  the  Kuomintang  followed  suit.  At 
Shanghai,  at  any  rate,  the  boycott  was  active  before  the  month 
was  out. 

Meanwhile,  an  acrimonious  diplomatic  correspondence  was  ex¬ 
changed  between  the  Chinese  and  Japanese  Governments.  In  reply 
to  Chinese  protests  and  demands,  the  Japanese  Government  ex¬ 
pressed  regret  for  the  outbreak  but  declined  to  accept  responsibility 
or  to  apologize,  and  declared  their  readiness  to  grant  a  measure  of 
financial  relief  to  the  victims  while  declining  to  pay  full  compensation 
for  damages.  The  Chinese  Government  further  demanded  the  punish¬ 
ment  of  the  Koreans  who  had  committed  the  outrages  and  the  dis¬ 
missal  of  the  Japanese  officials  who  had  failed  to  prevent  them. 
There  was  also  a  correspondence  in  regard  to  the  Wanpaoshan 
incident  by  which  the  Korean  disturbances  had  been  precipitated. 

Some  new  phase  of  Japanese  policy  in  Manchuria  had  appeared  to 
be  heralded  by  the  appointment,  announced  on  the  14th  June,  1931, 
of  Count  Uchida,  a  former  Foreign  Minister  of  Japan,  to  be  President 
of  the  South  Manchurian  Railway.  Both  Count  Uchida  and  his  col¬ 
league  the  new  Vice-President,  Mr.  Eguchi,  were  nominees  of  the 
Minseito  Party,  which  was  at  that  time  in  power  in  Tokyo,  and  they 
accordingly  stood  for  moderation,  in  contrast  to  the  attitude  of  the 
rival  Seiyukai  Party.  After  their  arrival  in  Manchuria,  these  two 
new  Japanese  railway  officials  announced  their  determination  to 
restrain  certain  militant  elements  among  the  local  Japanese  residents. 
At  the  same  time,  they  complained  that  attempts  at  conciliation  and 
co-operation  on  the  Japanese  side  were  being  frustrated  by  Chinese 
hostility.1  In  September,  the  Japanese  were  still  asking — as  they 
had  been  asking  for  some  twelve  months  past — for  a  frank  and  com¬ 
prehensive  Sino-Japanese  discussion  of  the  Manchurian  railway 
1  The  New  York  Times,  15th  August,  1931. 
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question — particularly  in  the  matter  of  Chinese  schemes  for  diverting 
traffic  from  the  S.M.R.  and  the  port  of  Dairen  to  the  Chinese-owned 
lines  and  the  new  Chinese-controlled  port  of  Newchang.1  The  J apanese 
maintained,  and  the  Chinese  denied,  that  such  schemes  were  contrary 
to  treaty.2 

Thus,  during  the  summer  of  1931,  the  tension  in  Manchuria  be¬ 
tween  the  Chinese  and  Japanese,  which  for  many  years  had  been 
dangerously  acute,  was  being  keyed  up  to  breaking-point.  The 
controversy  over  railway  questions  was  one  of  the  major  substantial 

1  See  the  railway  map  of  Manchuria  which  was  prepared  for  the  Lytton 
Commission  and  was  published  as  Map  No.  3  annexed  to  the  Lytton  Beport. 

2  On  this  point,  see  the  Lytton  Beport,  pp.  43-4,  and  C.  W.  Young,  Japan's 
Special  Position  in  Manchuria  (Baltimore,  1931,  The  Johns  Hopkins  Press), 
Chapter  iii.  For  the  past  history  of  the  Sino- Japanese  controversy  over 
railway  questions  in  Manchuria,  see  the  Lytton  Beport,  pp.  42-9,  and  the 
Survey  for  1925,  vol.  ii,  Part  III,  section  (v).  An  observer  of  neutral  nation¬ 
ality,  who  was  good  enough  to  read  this  passage  in  draft,  gives  his  view  of  the 
railway  controversy  in  the  following  terms : 

‘In  1905  the  Chinese  bound  themselves  ( pace  Mr.  C.  W.  Young)  not  to 
build  railways  parallel  to  the  South  Manchurian  Railway,  and  the  Japanese 
were  able  to  enforce  the  observance  of  this  agreement  up  to  five  years  ago. 
After  the  General  War  of  1914-18,  a  whole  network  of  railways  was  built  in 
Manchuria  by  the  Chinese  with  Japanese  technical  assistance  and  with  loans 
made  by  the  South  Manchurian  Railway  so  as  to  get  round  Consortium 
obligations  [for  which  see  the  Survey  for  1920-3,  Part  VI,  section  (iii) — 
A.J.T.].  All  these  railways  were  feeders  to  the  South  Manchurian  Railway. 
Then  the  Chinese  during  1927  and  1928  completed  certain  links  (namely 
Tungliao  to  Tahushan,  Kirin  to  Hailungckeng,  Mukden  to  Hailungcheng) 
the  effect  of  which  was  to  transform  a  number  of  branch  lines  into  two  com¬ 
plete  parallel  trunk  lines  on  either  side  of  the  South  Manchurian  Railway. 
They  found  the  money  for  building  these  fines  by  diverting  the  revenues 
of  the  Peking-Mukden  Railway,  contrary  to  the  terms  of  the  loan  agreement 
with  the  British  lenders.  The  Japanese  protested;  but,  as  Japan  was  pur¬ 
suing  a  conciliatory  policy,  the  Chinese  paid  no  heed.  Very  soon  the  South 
Manchurian  Railway  was  suffering  severely  from  the  competition  of  Chinese 
fines  (none  of  which  paid  interest  on  their  loans!)  and  was  in  serious  danger 
of  being  squeezed  out.  By  the  autumn  of  1930  the  Japanese  Government 
decided  that  this  state  of  things  must  stop.  They  formulated  a  policy  as 
follows:  they  would  enter  into  negotiations  with  the  Chinese  and  would 
offer  them  the  most  generous  terms  as  regards  past  loans,  financing  of  new 
railways,  &c.,  &c.,  if  only  the  Chinese  would  consent  that  this  ruinous 
competition  should  cease  and  that  all  the  railways  in  Manchuria  should  he 
run  as  one  system.  Baron  Shidehara  made  it  quite  plain  that  he  was  really 
anxious  to  be  friendly  and  generous ;  hut  there  was  a  vague  threat  that,  if 
the  Chinese  refused  these  overtures,  something  unpleasant  would  he  done. 
The  Chinese  did  not  actually  reject  these  Japanese  overtures;  but  it  proved 
impossible  to  pin  them  down  to  serious  negotiations.  Always  on  some 
frivolous  pretext  these  were  avoided.  Count  Uchida’s  appointment  was  pro¬ 
bably  a  last  attempt  to  save  the  situation,  hut  he  seems  to  have  failed.  This 
railway  business,  coming  on  top  of  a  persistent  policy  of  pin-pricks,  produced 
a  sense  of  exasperation  and  tension  that  made  an  explosion  of  some  sort 
inevitable  sooner  or  later. 
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causes  of  the  catastrophe  which  followed  in  the  autumn ;  but  the 
actual  break  is  perhaps  to  be  attributed  to  the  effect  produced  on 
Japanese  public  opinion  by  the  Nakamura  incident,  which  occurred 
at  this  juncture.1 

On  the  17th  August,  1931,  the  War  Office  at  Tokyo  made  a  public 
statement  declaring  that  on  the  27th  June2  a  Japanese  staff  officer, 
Captain  Nakamura,  had  been  arrested,  robbed  and  murdered,  to¬ 
gether  with  three  companions,  in  Chinese-administered  territory  in 
Manchuria  by  Chinese  soldiers  of  the  Fengtien  Army.  Captain  Naka¬ 
mura  was  stated  to  have  been  en  route  from  the  Chinese  Eastern 
Railway  to  Mongolia.  It  was  also  affirmed  that  his  passport  had  been 
in  order,  and  that  he  and  the  other  members  of  his  party  had  received 
the  necessary  permits  from  the  local  Chinese  authorities.  It  was 
added  that,  before  making  this  announcement,  the  Japanese  army 
had  verified  the  facts,  as  set  forth,  and  that  the  Japanese  Consul- 
General  in  Mukden  had  been  instructed  to  demand  an  apology,  an 
indemnity  and  the  punishment  of  the  murderers.  These  demands 
appear  to  have  been  presented  officially,  and  in  detail,  on  instructions 
from  the  Japanese  Minister  for  Foreign  Affairs,  Baron  Shidehara,  on 
the  9th  September ;  but  before  that  date  the  Japanese  army  had  been 
showing  signs  of  growing  exasperation,  and  an  incident  had  occurred 
in  Japan  itself  which  portended  that  the  soldiers  might  resolve  to 
sweep  the  Civil  Government  aside  and  take £  direct  action  ’ .  A  squadron 
of  army  aeroplanes,  on  a  practice  flight,  had  dropped  showers  of 
propaganda  leaflets  upon  Japanese  cities,  calling  for  a  militant  policy 
in  Manchuria.  A  memorial  service  for  Captain  Nakamura,  which  was 
held  on  the  27th  September,  was  also  made  an  occasion  for  imposing 
demonstrations ;  but  by  this  time  the  militant  action  had  already 
been  taken.  The  Japanese  army  had  assumed  the  offensive  in  Man¬ 
churia  a  week  before,  on  the  night  of  the  18th- 19th. 

1  For  the  Nakamura  incident,  see  the  Lytton  Report,  pp.  63-6. 

2  The  length  of  this  interval  is  noteworthy.  According  to  one  account,  the 
Chinese  Government  had  offered  reparation,  and  the  Japanese  Government 
had  accepted  this  Chinese  offer,  between  the  27th  June  and  the  17th  August, 
but  the  Japanese  War  Ministry,  on  second  thoughts,  worked  up  the  Nakamura 
affair  into  a  major  incident  with  the  deliberate  intention  of  inflaming  Japanese 
public  opinion,  and  then  launched  its  military  offensive  on  the  18th-19th 
September,  in  order  to  forestall  a  settlement.  Whether  by  skill  or  by  luck,  the 
date  of  these  Japanese  military  operations  in  1931,  like  the  date  of  the  pre¬ 
sentation  of  the  Twenty- One  Demands  in  1915,  was  timed  to  a  nicety  to  coin¬ 
cide  with  a  moment  when  the  world  at  large  was  pre- occupied  with  other 
cares.  The  Japanese  put  their  military  plan  into  execution  in  Manchuria  on 
the  18th-19th  September  1931,  less  than  forty-eight  hours  before  the  British 
Government  took  their  decision  to  abandon  the  Gold  Standard.  For  the 
sequence  of  events,  see  the  present  volume,  Part  I,  section  (i),  pp.  119-21,  above. 
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(2)  Japanese  Military  Operations  in  Manchuria,  18th  September ,  1931, 

to  3rd  January,  1932. 

The  clash  between  Japanese  and  Chinese  troops  which  gave  the 
signal  for  the  Japanese  military  operations  in  Manchuria  occurred 
at  10.30  p.m.  on  the  18th  September,  1931,  in  or  near  the  South 
Manchurian  Railway  Zone1  a  short  distance  to  the  north  of  Mukden. 
In  regard  to  the  exact  course  of  events  there  and  then,  no  evidence 
was  forthcoming  from  neutral  observers  ;2  and,  of  the  two  parties 
directly  concerned,  the  Chinese  had  no  opportunity  to  testify,  since 
Marshal  Chang  Hsiieh-liang’s  Fengtien  army,  to  which  the  Chinese 
troops  engaged  on  this  occasion  presumably  belonged,  was  promptly 
broken  up  by  the  Japanese  forces  in  Manchuria,  which  thereupon  took 
control  of  all  the  local  means  for  the  transmission  of  news.  Thus  the 
only  first-hand  accounts  of  the  incident  that  were  at  the  historian’s 
disposal  came  from  the  Japanese  side ;  and  these  accounts  were  not 
only  ex  parte  but  were  not  even  altogether  mutually  consistent.  A 
Japanese  semi-official  statement  which  was  issued  on  the  19th 
September  declared  that  the  Chinese  troops  had  attempted  to  destroy 
a  railway  bridge  on  the  South  Manchurian  Railway  and  that  the 
Japanese  railway-guards  had  repelled  them.  An  official  communica¬ 
tion  dated  the  22nd  September,  which  was  received  by  the  Japanese 
delegation  at  Geneva  from  the  Government  at  Tokyo,3  stated  that 

on  the  night  of  September  18th,  about  10.30  p.m.,  a  Chinese  detach¬ 
ment  of  some  350  men  blew  up  part  of  the  main  line  of  the  South 
Manchurian  Railway,  north  of  Mukden,  at  a  point  south-west  of  the 
Chinese  barracks  at  Peitaying.  This  detachment,  led  by  its  officers,  was 
proceeding  in  the  direction  of  Lungkouchen,  between  Peitaying  and 
Mukden,  when  it  was  discovered  by  a  railway  guard  patrol,  which 
endeavoured  to  stop  it,  but,  failing,  was  obliged  to  open  fire.  A  battle 
ensued  in  which  a  company  of  the  Japanese  garrison  of  Mukden  took  part. 

According  to  a  statement4  given  on  the  24th  September  by  General 
Shimamoto,  commanding  the  Japanese  ‘protective  forces  ’  at  Mukden, 
to  the  foreign  military  attaches  and  press  correspondents, 

on  September  18th,  about  10.30  p.m.,  a  patrol  of  the  Japanese 
garrison  of  Hushihtai,  consisting  of  seven  men,  under  Lieutenant 

1  If  there  was  truth  in  the  Japanese  statement  that  the  permanent  way  of 
the  S.M.R.  had  been  damaged  by  Chinese  troops,  these  troops  must  have  been 
trespassing  in  the  Japanese  railway  zone.  Considering,  however,  that  the  zone 
only  extended  a  hundred  yards  or  so  on  either  side  of  the  permanent  way,  it  is 
possible  that  part,  at  any  rate,  of  the  fighting  may  have  taken  place  between 
Japanese  troops  inside  the  zone  and  Chinese  troops  outside  it. 

2  The  present  volume  had  gone  to  press  before  the  publication  of  the 
Lytton  Report. 

3  League  of  Nations  Official  Journal,  December  1931,  pp.  2476—7. 

4  Ibid.,  p.  2478. 
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Kawamoto,  were  making  reconnaissances  in  two  groups  in  the  railway 
zone  when  they  heard  behind  them  a  violent  explosion.  The  Japanese 
soldiers  turned  about,  and  some  500  metres  northwards,  near  the  place 
at  which  the  explosion  had  occurred,  they  perceived  Chinese  soldiers  in 
flight.  Our  men  pursued  them,  but  suddenly  found  themselves  under 
fire  from  soldiers  ambushed  in  the  neighbourhood.  They  were  falling 
back,  returning  the  fire,  when  a  force  of  400  to  500  Chinese  soldiers 
debouched  from  the  maize  fields  south  of  Peitaying  and  open  a  violent 
fire  on  our  men.  Company  Commander  Kawashima,  who  was  in  charge 
of  the  operations,  promptly  came  up  with  120  men,  pursued  the  Chinese 
troops  and  occupied  part  of  Peitaying. 

It  will  be  seen  that  in  this  last  of  the  three  Japanese  accounts — 
a  version  which  must  be  regarded  as  the  most  authoritative  of 
the  three,  since  its  source  was  the  Japanese  High  Command  in 
Manchuria  itself — -there  is  no  positive  statement  that  the  per¬ 
manent  way  of  the  S.M.R.  was  damaged  on  the  evening  of  the 
18th  September,  1931.  It  will  also  be  noticed  that,  whereas  the 
Japanese  Civil  Government  at  Tokyo  stated,  on  the  22nd  September, 
that  the  Japanese  troops  had  fired  first,  the  Japanese  military  com¬ 
mander  at  Mukden  stated  on  the  24th  that  the  first  shots  had  been 
fired  by  the  Chinese.  At  the  time  of  writing,  it  seemed  impossible  to 
ascertain  the  true  facts  of  this  incident  unless  and  until  additional 
evidence  from  some  independent  and  disinterested  source  was  made 
public.1  At  the  same  time,  it  was  already  clear  that  the  investigation 
of  these  particular  facts  was  in  one  sense  superfluous,  since  two  facts 
of  greater  general  importance  were  manifest.  One  of  these  more 
important  facts  was  that  the  far-reaching  operations  which  were 
immediately  carried  out  by  the  Japanese  military  authorities  in 
Manchuria  had  been  worked  out  in  advance  in  detail.  The  second 
fact  was  that  the  Japanese  Civil  Government  had  not  been  cognizant 
of  the  Japanese  army’s  intention  to  act,  and  that  they  were  taken 
by  surprise,  and  filled  with  consternation,  when  the  plans  were 
suddenly  put  into  execution. 

The  main  ground  for  believing  the  Japanese  military  operations  of 
the  18th- 19th  September  to  have  been  planned  in  advance  was  the 
promptness  and  precision  with  which  they  were  carried  out ;  for  even 
an  army  as  highly  organized  and  disciplined  as  the  Japanese  army 
was  in  1931  cannot  be  credited  with  the  miraculous  feat  of  planning 
and  executing  at  a  few  minutes’  notice  a  set  of  operations  ranging 
over  a  distance  of  several  hundred  miles.  It  appears,  moreover,  that 
a  mobilization  test  of  Japanese  reservists  domiciled  in  Manchuria 
had  been  carried  out  on  the  night  of  the  15th  September  by  the  local 

1  Such  evidence  has  since  been  presented  in  the  Lytton  Report,  pp.  66-71. 
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Japanese  military  authorities;  while  the  restiveness  of  the  Japanese 
army  during  the  preceding  weeks,  in  consequence  of  the  Nakamura 
incident,  is  amply  attested.1  Though  this  evidence  is  only  presump¬ 
tive,  it  appears  to  warrant  the  conjecture  that  the  Japanese  High 
Command  in  Manchuria — if  not  the  War  Office  at  Tokyo — had  pre¬ 
pared  in  advance  the  plan  of  operations  in  Manchuria  which  was 
actually  carried  out  on  the  18th-19th  September,  1931 ;  and  that  the 
military  authors  of  the  plan  had  also  made  up  their  minds  to  take  the 
occasion  of  the  next  local  Sino-Japanese  incident  that  might  occur — 
or  perhaps  even  to  provoke  an  incident  for  this  express  purpose — as 
a  pretext  for  putting  their  plan  into  execution. 

As  for  the  Japanese  Civil  Government  at  Tokyo,  it  was  evident 
from  the  sequel  that  Baron  Shidehara  had  no  more  knowledge  than 
Mr.  C.  T.  Wang,  or  than  the  Foreign  Ministers  of  the  neutral  States 
Members  of  the  League  of  Nations,  of  a  Japanese  military  programme 
of  action  which  was  calculated  to  undo,  at  one  stroke,  the  effects  of 
the  conciliatory  and  constructive  policy  that  Baron  Shidehara  had 
been  pursuing  patiently  for  two  years.2 

While  the  precise  course  of  the  incident  of  the  18th  September 
remains  obscure,  there  is  no  obscurity  in  regard  to  the  military  action 
which  the  Japanese  High  Command  in  Manchuria  took  forthwith. 
The  Japanese  official  communication  of  the  22nd  September,  which 
has  been  quoted  above,  proceeds  as  follows : 

In  view  of  the  gravity  of  the  possible  consequences  of  such  an  incident 
in  present  circumstances  and  the  disproportion  between  the  Chinese  and 
Japanese  forces,  the  Japanese  headquarters  at  Mukden  promptly  took 
such  steps  as  it  considered  indispensable.  At  2.30  a.m.  it  had  the 
Chinese  barracks  occupied  and  the  troops  who  were  stationed  there 
disarmed ;  subsequently  the  open  town,  the  official  buildings  and  the 
arsenal  were  occupied. 

Immediately  on  receiving  notice  of  the  incident,  the  troops  stationed 
at  Tiehling,  Kai-yuang,  Tsupingkai  and  Lioyang  concentrated  at  Muk¬ 
den,  and  the  Kwantung  staff  proceeded  in  haste  to  that  town  at  noon  on 
September  19th. 

On  receiving  news  of  the  clash,  the  guards  stationed  along  the  South 

1  See  p.  437  above. 

2  For  Japanese  foreign  policy  under  Baron  Shidehara’ s  regime,  see  the 
Survey  for  1926,  Part  III  B,  section  (i).  It  is  not,  of  course,  impossible  or  even 
improbable  that  the  Japanese  Ministry  of  Foreign  Affairs  may  have  been 
cognisant  of  the  Japanese  War  Ministry’s  Manchurian  plan  of  operations;  and 
the  existence  of  such  a  plan  was  nothing  unusual;  for  at  this  time  every 
Government  in  the  world  had  similar  plans  in  its  pigeon-holes  for  using 
violence  against  its  neighbours.  The  point  on  which  Baron  Shidehara  was 
evidently  not  informed  was  the  intention  of  his  military  colleagues  to  take 
this  particular  plan  out  of  its  pigeon-hole  and  put  it  into  execution  in  the 
immediate  future. 
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Manchurian  Railway  took  the  necessary  precautions  to  protect  the 
track  and  the  safety  of  J apanese  nationals  and  to  deal  with  any  possible 
attack  by  the  large  Chinese  forces  in  Manchuria. 

At  Changchun  a  Japanese  force  was  sent  on  September  19th  to  the 
Chinese  troops  stationed  in  the  neighbourhood  of  the  town,  at  Kwan- 
chengtze  and  Nanling,  to  arrange  for  their  disarmament,  but  the 
Chinese  offered  strong  resistance  to  the  Japanese  troops,  who  had  60 
killed  and  96  wounded.  The  garrison  of  Changchun,  however,  was  dis¬ 
armed  without  incident  about  noon  on  the  same  day. 

On  the  20th,  similar  measures  were  taken  at  Antung,  Fenghuangcheng 
and  Yingkow ;  various  strategic  points  in  the  neighbourhood  of  the 
railway  zone  were  occupied.  The  customs  offices  at  Antung,  Yingkow, 
&c.,  were  carefully  respected.  .  .  . 

In  view  of  the  disquieting  situation  caused  by  the  presence  of  un¬ 
disciplined  bands  and  the  attitude  of  the  population  in  certain  areas  .  .  . 
the  39th  Brigade  (4,000  men)  was  sent  to  Manchuria  from  Korea  on 
September  21st.1 

In  supplement  to  this  Japanese  official  version  of  Japanese  military 
action,  it  may  be  added  that  the  Japanese  forces  stationed  in  the 
Japanese  railway  town  at  Mukden  were  in  movement  against  the 
Chinese  city  before  midnight  (i.e.  within  an  hour-and-a-half  of  the 
incident  at  Peitaying) ;  and  that  by  3.30  a.m.  on  the  morning  of  the 
19th  (i.e.  within  five  hours  of  the  incident)  the  Japanese  Commander- 
in-Chief  in  Manchuria,  General  Honjo,  was  en  route  from  Port  Arthur 
for  Mukden  with  reinforcements  of  800  men.  It  also  appears  that  the 
Japanese  military  occupation  of  the  Chinese  city  at  Mukden  was 
preceded  by  an  indiscriminate  artillery  bombardment  of  the  open 
town ;  that  no  Chinese  military  resistance  at  Mukden  was  reported 
by  the  Japanese,  and  that,  in  the  course  of  the  night  of  the  18th-  19th 
September,  Marshal  Chang  Hsiieh-liang,  who  at  that  moment  was 
residing  at  Peiping  (Peking),  telegraphed  back  to  Mukden,  on  receipt 
of  telegraphic  news  of  what  was  happening  there,  an  order  to  the 
Fengtien  troops  in  Mukden  to  deposit  their  arms  in  the  depots  and 
to  refrain  from  all  resistance. 

Upon  receipt  of  the  news  from  Manchuria  at  Tokyo  an  emergency 
meeting  of  the  Cabinet  was  held  on  the  morning  of  the  19th  Septem¬ 
ber  at  the  Ministry  of  Foreign  Affairs,  and  the  Ministry  let  it  be 
known  that  the  Civil  Government  of  Japan  would  do  their  utmost 
to  limit  the  effects  of  this  new  Manchurian  affair.  It  at  once  became 
evident,  however,  that  the  Civil  Government  at  Tokyo  were  in  a  very 
weak  position.  They  were  weak  politically  because  their  policy  of 
finding  maintenance  for  the  increasing  population  of  Japan  by  pro¬ 
moting  a  proportionate  increase  of  Japanese  exports  had  been 

1  Full  text  in  League  of  Nations  Official  Journal,  December  1931,  pp.  2476-7. 
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breaking  down  under  the  strain  of  the  world  economic  depression, 
so  that  the  Japanese  people — seeing  a  well-tried  policy  fail,  and  feeling 
the  pinch  of  this  failure,  individually  and  in  the  mass,  in  their  private 
lives — were  disillusioned  with  the  results  of  moderation  and  restraint 
and  were  in  a  mood  for  embarking  upon  a  course  of  violence  and 
adventure,  without  looking  narrowly  at  the  possible  consequences.1 
The  Japanese  Government  were  weak  constitutionally  as  well. 

They  were  weak  constitutionally  because  the  Japanese  Minister  for 
War  and  the  Japanese  Minister  for  the  Navy  each  enjoyed,  under  the 
Japanese  Constitution,  the  right  of  having  direct  access  to,  and  taking 
direct  orders  from,  the  Emperor;  and  the  Emperor  had  remained  a 
roi  faineant  in  fact,  though  not  in  theory,  after,  no  less  than  before, 
the  Revolution  of  a.d.  1868,  while  in  1931  the  two  Ministries  in 
question  were  held,  as  Japanese  law  required,  by  members  on  the 
active  list  of  the  respective  fighting  forces  with  which  they  were 
concerned.  This  meant  in  practice  that  the  Japanese  army  and  the 
Japanese  navy  were  in  the  position  of  sovereign  independent  Powers, 
not  only  vis-a-vis  the  Japanese  Civil  Government,  but  also  vis-a-vis 
one  another.  Thus  in  Japan,  as  in  China,  there  was  a  lack,  at  this  time, 
of  any  effective  Central  Governmental  authority;  and  since  the 
Japanese  army  and  navy  were  more  formidable  war-machines  than 
any  that  existed  in  China,  the  political  anarchy  of  Japan  wTas  possibly 
an  even  greater  danger  to  the  peace  of  the  world  than  the  political 
anarchy  of  China. 

The  truth  was  that  neither  of  these  two  Far  Eastern  States  Members 
of  the  League  of  Nations  possessed  in  a.d.  1931  that  effectively 
centralized  political  organization  which  had  become  the  rule  in  the 
internal  economy  of  the  states  of  the  Western  World  since  the  close 
of  the  fifteenth  century  of  the  Christian  Era,  and  which  had  been 
postulated  in  the  Covenant  of  the  League  of  Nations  as  a  necessary 
condition  for  admission  to  membership  in  the  League.2  This  state  of 
affairs  proved  a  formidable  handicap  to  the  League  in  its  attempts 

1  See  pp.  401-3  above. 

2  For  the  meaning  of  the  qualification  of  being  ‘fully  self-governing',  which 
states  applying  for  admission  to  membership  in  the  League  were  required  to 
possess,  see  the  History  of  the  Peace  Conference  of  Par  is,  vol.  v,  p.  157,  and  the 
Survey  for  1928,  pp.  25-6. 

Neither  Japan  nor  China  had  been  called  upon  to  prove  possession  of  this 
qualification,  since  both  of  them  had  been  original  members  of  the  League  in 
virtue  of  being  signatories  of  peace  treaties.  It  must  be  added  that  the 
theoretical  centralization  of  sovereign  authority  was  by  no  means  completely 
effective  in  practice  in  all  Western  countries  at  the  time,  and  that  some  of  the 
most  conspicuous  exceptions  would  have  been  found  in  countries  that  ranked 
among  the  highest  in  the  Western  World  not  only  for  their  power  but  for  their 
standard  of  civilization. 
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to  deal  with  the  Sino -Japanese  dispute ;  and  it  was  a  source  of  still 
graver  embarrassment  to  the  Civil  Governments  at  Tokyo  and  at 
Nanking. 

The  Civil  Government  at  Tokyo  were  overtaken  by  this  embarrass¬ 
ment  immediately.  On  the  19th  September,  the  Japanese  Admiralty 
sent  warships  to  Tsingtao  and  Chefoo  for  the  protection  of  Japanese 
residents  in  those  two  Chinese  ports.  On  the  21st  September,  there 
was  a  conflict  of  wills  in  the  Cabinet  over  a  proposal  for  sending 
reinforcements  from  Japan  which  was  put  forward  by  the  Minister 
for  War,  General  Minami,  and  opposed  by  the  Foreign  Minister, 
Baron  Shidehara,  and  by  the  Finance  Minister,  Mr.  Inouye.  After 
seven  hours  of  inconclusive  debate,  a  decision  was  postponed  until 
the  next  day  ;  but,  half  an  hour  later,  the  War  Minister  informed  the 
Prime  Minister  that  the  officer  commanding  in  Korea  had  ordered 
a  mixed  brigade,  which  had  been  standing  in  readiness  at  Shingishu, 
to  proceed  to  Mukden  J  and  the  Prime  Minister  resigned  himself  to 
this  fait  accompli.  The  Japanese  Civil  Government  had  to  content 
themselves  with  countermanding  the  appointment  of  a  Japanese 
soldier  as  administrator  of  the  Chinese  City  at  Mukden  and  directing 
that  a  Japanese  civilian  should  be  selected  instead  (apparently  by 
the  Japanese  military  authorities  on  the  spot).  In  their  apologia  to 
the  world  the  Tokyo  Government  were  reduced  to  declaring  that, 
even  including  the  reinforcements  from  Korea,  the  Japanese  forces 
in  Manchuria  were  still  ‘below  the  figure  allowed  by  the  treaties’, 
which  was  alleged  to  be  ‘a  little  over  15,000’. 2  On  this  showing,  it 

1  See  the  Japanese  official  communication  of  tlie  22nd  September,  1931, 
quoted  above. 

2  Official  telegram,  dated  the  24th  September,  1931,  which  was  received  by 
the  Japanese  delegation  at  Geneva  from  Tokyo  (text  in  League  of  Nations 
Official  Journal ,  December  1931,  p.  2477).  The  question  of  what  number  of 
troops,  if  any,  Japan  was  entitled  by  treaty  to  retain  in  her  Manchurian  rail¬ 
way-zone  at  this  date  was,  of  course,  highly  controversial.  Cf.  C.  W.  Young, 
Japanese  Jurisdiction  in  the  South  Manchurian  Railway  Areas,  Chapter  x,  with 
the  following  comment  from  the  neutral  observer  already  cited : 

‘As  regards  railway  guards  there  can  be  no  controversy  as  to  number.  If 
they  are  legal  at  all  their  number  is  fixed  at  fifteen  per  kilometre.  If  there  is 
any  controversy  it  can  only  be  as  to  whether  Japan  has  a  treaty  right  to  main¬ 
tain  railway  guards  at  all.  The  relevant  treaty  provisions  are: 

(a)  Treaty  of  Portsmouth  of  the  5th  September,  1905,  Additional  Article  to 
Article  III. 

( b )  Sino-Japanese  Treaty  of  the  22nd  December,  1905,  Additional  Agree¬ 
ment,  Article  II. 

If  these  be  compared  with  the  passage  in  Young  on  page  268  it  will  be  seen 
that  Japan’s  claim  that  she  has  a  treaty  right  to  maintain  railway  guards  on 
the  South  Manchurian  Railway  rests  on  a  very  strong  foundation.  It  is  note¬ 
worthy  that  this  claim  was  never  once  openly  challenged  by  China  during  the 
proceedings  at  Geneva.’ 
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was  pleaded  that  the  dispatch  of  reinforcements  could  not  ‘be  re¬ 
garded  as  having  in  any  way  added  to  the  seriousness  of  [the]  inter¬ 
national  situation’.1 

The  dispatch  of  this  additional  brigade  from  Korea  to  Manchuria, 
as  well  as  the  dispatch  of  a  detachment  of  the  Japanese  forces  already 
stationed  in  Manchuria  to  Kirin,  took  place  on  the  21st  September. 
Thereafter,  it  was  announced  that  some  of  the  Japanese  troops  that 
had  been  moved  beyond  the  limits  of  the  Japanese  railway-zone  in 
Manchuria  had  been  withdrawn  again  ;  and  therewith  it  appeared,  for 
a  moment,  as  though  the  Japanese  military  operations  in  Manchuria 
had  come  to  a  standstill  with  the  net  result  that  the  Japanese  army 
was  now  in  occupation  of  three  Chinese  cities — Mukden,  Changchun 
and  Kirin — outside  the  Japanese  zone.  All  three,  of  course,  were 
places  of  great  importance.  Mukden,  a  city  of  408,182  inhabitants, 
had  been  the  capital  of  the  Chinese  regional  Government  of  ‘  the  three 
Eastern  Provinces’  in  Manchuria  (Fengtien,  Kirin  and  Heilung¬ 
kiang)  ;  Kirin  was  the  local  capital  of  the  province  to  which  it  had 
given  its  name ;  Changchun  was  the  junction  between  the  Japanese- 
owned  S.M.R.  and  the  C.E.R.,  which  was  jointly  owned  by  the 
Chinese  Government  and  by  the  Government  of  the  U.S.S.R.2  More¬ 
over,  while  the  Chinese  cities  of  Mukden  and  Changchun  were  im¬ 
mediately  adjacent  to  the  Japanese  railway  towns  at  the  same  places, 
Kirin  lay  about  65  miles  outside  the  Japanese  railway-zone,  at  the 
farther  end  of  a  railway  which  took  off  from  the  S.M.R.  and  the 
C.E.R.  at  Changchun.3  Thus,  even  within  these  limits,  the  results 
of  the  Japanese  military  operations  of  the  18th-21st  September, 
1931,  were  far  reaching.  At  the  same  time,  the  apparent  cessation 
of  Japanese  military  activities  gave  some  ground  for  hope  that  the 
efforts  of  Baron  Shidehara  to  keep  this  new  Manchurian  affair  within 
definite  limits  might  prove  successful.  Unhappily,  any  such  hope 
was  made  idle  by  the  resumption  of  Japanese  military  activities  in 
Manchuria,  over  a  wider  range,  within  the  next  few  days. 

These  fresh  Japanese  military  operations  in  Manchuria,  which  were 
directed  in  the  first  instance  in  a  south-westerly  direction  from  the 
new  Japanese  base  of  operations  at  Mukden,  were  officially  defended 
on  two  grounds:  that  the  lives  and  property  of  Japanese  nationals 

1  Statement  issued  by  the  Japanese  Government  on  the  24th  September, 
1931  (text  in  League  of  Nations  Official  Journal,  December  1931,  pp.  2477-8). 

2  See  the  Survey  for  1925,  vol.  ii,  Part  III,  section  (iii) ;  the  Survey  for  1926, 
Part  III  A,  section  (vi) ;  the  Survey  for  1929,  Part  IV,  section  (iv). 

3  This  Changchun- Kirin  Railway  was  Chinese  owned,  but  it  had  been  con¬ 
structed  by  means  of  a  loan  supplied  by  the  S.M.R.,  and  the  operation  and 
management  of  the  line  had  been  in  the  hands  of  the  S.M.R.  since  1918. 
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in  Manchuria,  outside  the  railway-zone,  were  being  threatened  by 
bandits ;  and  that  Marshal  Chang  Hsiieh-liang  was  concentrating 
troops  at  Chinchow — a  city  situated  in  the  south-western  corner  of 
Manchuria,  on  the  line  of  the  Peking-Mukden  Railway1 — with  a  view 
to  eventually  delivering  a  counter-attack  upon  the  new  Japanese 
military  positions.  There  appears  to  have  been  some  substance  in 
the  former  of  these  two  allegations  but  none  in  the  second. 

As  regards  the  security  of  Japanese  nationals’  lives  and  property 
in  Manchuria  outside  the  Japanese  railway-zone — a  problem  which 
was  to  become  the  crux  of  the  diplomatic  negotiations  at  Geneva 
and  in  Paris2 — there  is  no  doubt  that  there  had  long  been  friction, 
in  the  Manchurian  territories  under  Chinese  administration,  between 
Chinese  and  Korean  settlers,  supported  respectively  by  the  Chinese 
and  Japanese  political  authorities.  The  Wanpaoshan  incident,  re¬ 
corded  above,3  was  a  characteristic  affair  of  the  kind.  In  that 
instance,  at  any  rate,  there  was  provocation  on  both  sides ;  but,  in¬ 
asmuch  as  the  Chinese  outnumbered  the  Koreans  in  Manchuria  by 
perhaps  thirty  to  one,  and  were  also  in  control  of  the  local  administra¬ 
tion  outside  the  Japanese  railway-zone,  there  was  possibly  some 
truth  in  the  Japanese  contention  that,  in  this  Sino-Korean  conflict 
in  Manchuria,  the  Chinese  were  in  general  the  aggressors.  It  is  also 
evident  that  the  Japanese  military  coup  of  the  18th-21st  September, 
1931,  which  evoked  a  violent  outburst  of  anti- Japanese  feeling  in 
all  parts  of  China  inside  the  Great  Wall,  must,  a  fortiori,  have  pro¬ 
duced  similar  psychological  effects  among  the  Chinese  population 
in  Manchuria  itself.  In  these  circumstances,  it  is  quite  probable 
that,  after  the  18th  September,  1931,  the  local  Chinese  began  to 
retaliate  on  a  large  scale  upon  the  scattered  Korean  settlers,  as 
being  the  only  representatives  of  the  Japanese  Empire  who  were 
within  their  power. 

It  is  also  quite  probable  that  this  anti-Korean  reaction  of  the 
Chinese  population  in  Manchuria  was  accompanied  by,  and  to  some 
extent  coincident  with,  a  local  recrudescence  of  brigandage,  for  which 
the  overthrow  of  Marshal  Chang  Hsiieh-liang ’s  administration  by  the 
Japanese  army  had  opened  the  way.  Brigandage,  of  course,  had  been 
rife  in  the  Chinese-administered  area  in  Manchuria  before  the  J apanese 
coup  of  September  1931,  but  this  Manchurian  brigandage  had  been 
somewhat  different  in  character  from  the  brigandage  that  was 

1  The  P.M.It.  was  owned  by  the  Chinese  Government,  hut  it  had  been  con¬ 

structed  out  of  the  proceeds  of  a  British  loan  of  £2,300,000,  of  which  £805,000 
was  still  outstanding  at  this  time.  2  See  section  (iii)  (b)  (4)  below. 

3  See  p.  434  above. 
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prevalent  at  the  time  in  other  territories  of  the  Chinese  Republic. 
Elsewhere  in  China  (e.g.,  in  the  mountainous  provinces  bestriding  the 
watershed  between  the  Yangtse  Basin  and  the  Southern  Littoral),  the 
prevailing  brigandage  was  the  result  of  a  breakdown  of  law  and 
order  in  a  long  settled  and  civilized  and  once  orderly  country.  In 
Manchuria  this  kind  of  brigandage  had  been  largely  put  down, 
though  not  altogether  stamped  out,  by  Chang  Hsuehdiang’s  father 
and  predecessor  Chang  Tsodin  (a  thief  who  set  himself  to  catch  the 
thieves  with  conspicuous  success,  in  virtue  of  his  inside  knowledge 
of  all  the  tricks  of  the  trade).  Compared  with  the  domains  of  most 
other  Chinese  war-lords  (with  the  possible  exception  of  the  ci-devant 
‘model  tuchiin’,  Yen  Hsi-shan),  the  domain  which  Chang  Tso-lin 
had  bequeathed  to  Chang  Hsiieh-liang  had  been  effectively  policed ; 
and  such  brigandage  as  continued  appears  to  have  been  due  not  so 
much  to  the  inefficiency  of  the  regional  Chinese  Government  at 
Mukden  as  to  the  peculiar  conditions  of  a  frontier-territory  in  rapid 
process  of  settlement  and  development.  Similar  conditions  had  pro¬ 
duced  violence  and  disorder  in  the  Western  United  States  and  in 
Western  New  South  Wales  in  the  nineteenth  century,  at  a  time  when 
the  Australian  and  American  sea-boards  had  been  as  orderly  as 
Great  Britain  itself.  In  the  same  way,  an  observer  travelling  inland 
from  the  coast  of  Manchuria  into  the  interior  (e.g.  from  Dairen 
through  Mukden  and  Changchun  to  Harbin),  on  the  eve  of  the 
Japanese  coup,1  found  the  symptoms  of  insecurity — the  fortification 
of  farm-houses  and  the  bearing  of  arms  by  civilians — increasing  per¬ 
ceptibly  as  each  stage  of  his  journey  brought  him  nearer  to  the 
fringe  of  settlement.  It  will  be  noted  that,  on  this  showing,  the  area 
which  had  been  most  subject  to  brigandage  before  the  Japanese  coup 
of  the  18th-21st  September,  1931,  lay  mainly  beyond  the  range  of 
the  Japanese  military  operations  of  those  dates ;  and  that  the  area 
in  which  the  Japanese  began  to  report  an  increase  in  insecurity 
thereafter  was  the  area  formerly  under  the  administration  of  the 
Fengtien  Government  in  the  immediate  vicinity  of  Mukden  itself, 
where  the  law  and  order  established  by  Chang  Tso-lin  had  been  most 
effective.  The  accounts  of  a  recrudescence  of  brigandage  in  this 
neighbourhood  after  the  overthrow  of  the  Mukden  Government  by 
the  Japanese  army  should  perhaps  be  received  with  a  certain  reserve, 
since  they  came  from  Japanese  sources  (the  Japanese  having  taken 
control,  in  Manchuria,  of  the  means  of  communication),  and  the 
Japanese  at  this  time  gave  publicity  to  information  of  this  kind  in 

1  The  writer  of  this  Survey  made  that  journey,  out  and  back,  in  December 
1929. 
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order  to  justify  their  delay  in  executing  their  undertakings  to  with¬ 
draw  their  troops  again  into  their  railway-zone.1  In  so  far,  however, 
as  the  recrudescence  of  brigandage  in  this  region  was  a  fact  (and  it 
seems  probable  that  the  Japanese  accounts  contained  a  considerable 
nucleus  of  truth),2  this  fact  indicated  that,  in  overthrowing  the 
Mukden  Government,  the  Japanese  had  actually  produced  social 
results  in  Manchuria  which  were  contrary  to  their  own  professed 
intention  and  manifest  interest  of  raising  the  standard  of  order  and 
security  in  Manchuria  in  order  to  promote  the  peaceful  development 
of  Japanese  economic  activities  there. 

Whatever  may  have  been  the  truth  in  regard  to  the  recrudescence 
of  brigandage  in  Manchuria  after  the  Japanese  coup  of  the  18th-21st 
September,  1931,  the  Japanese  allegation  that  Chinese  military  forces 
were  being  concentrated  at  Chinchow  was  categorically  rebutted  by 
the  evidence  of  neutral  official  observers  who  were  eventually  sent  to 
the  spot  in  order  to  investigate  and  report  upon  this  very  point,  in 
accordance  with  a  resolution  adopted  by  the  Council  of  the  League  of 
Nations  on  the  30th  September3  and  in  pursuance  of  a  discussion  at  a 
Council  meeting  on  the  21st  November.  The  French  and  British 
observers,  who  were  present  at  Chinchow  in  the  last  week  of  November 
and  the  first  week  of  December,  reported  unanimously4  that,  at  that 
time,  the  conditions  at  Chinchow  were  normal ;  that  the  strength  of  the 
Chinese  garrison  was  still  what  it  had  been  before  the  1 8th  September ; 
that  there  were  no  signs  of  any  Chinese  preparations  for  an  attack 
upon  the  Japanese ;  and  that  the  local  Chinese  forces  were  not  even 
making  serious  preparations  for  their  own  defence  in  the  event  of 
an  attack  being  launched  from  the  Japanese  side. 

It  was  in  these  circumstances  that  the  Japanese  military  operations 
in  Manchuria,  subsequent  to  the  21st  September,  1931,  were  carried 
out. 

The  first  signal  instance  of  a  resumption  of  Japanese  militancy 

1  For  these  undertakings,  see  pp.  484-7  below. 

2  For  some  of  these  Japanese  accounts,  see  League  of  Nations  Official 
Journal,  December  1931,  Annex  1334,  x  (pp.  2476-83),  xx  (pp.  2501-13)  and 
xlv  (pp.  2565-92),  particularly  the  statistics  (on  p.  2505)  of  Koreans  alleged 
to  have  been  massacred  in  Manchuria,  and  Koreans  alleged  to  have  fled  from 
their  settlements  in  Manchuria  as  refugees,  between  the  18th  September, 
1931,  and  the  9th  October.  For  a  general  account,  from  the  Japanese  stand¬ 
point,  of  banditry  in  Manchuria,  see  a  communication  dated  the  10th  Novem¬ 
ber,  1931  (pp.  2569-70).  For  statistics  of  alleged  activities  of  brigands  in 
Manchuria  from  the  18th  September,  1931,  to  the  15th  November,  see  a  letter 
dated  the  19th  November,  1931  (pp.  2584—5). 

3  See  p.  486  below. 

4  Their  reports  are  printed  in  League  of  Nations  Official  J ournal,  December 
1931,  pp.  2532-7. 
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was  a  bombing-attack  by  a  Japanese  military  aeroplane  upon  a 
passenger-train  en  route  from  Mukden  to  Tientsin  on  the  Peking- 
Mukden  Railway.  This  incident,  which  occurred  on  the  24th  Septem¬ 
ber,  1931,  was  reported  to  the  British  Consul-General  at  Tientsin  by 
the  British  General-Manager  of  the  railway,  Mr.  J.  G.  Thomson,  who 
happened  to  be  travelling  on  the  train  himself.  Mr.  Thomson  stated 
that  there  were  no  Chinese  soldiers  on  board  the  train,  and  none  in 
the  vicinity  of  the  permanent  way  at  the  point  where  the  attack  was 
made. 

In  the  first  week  in  October  the  Japanese  Commander-in-Chief  in 
Manchuria,  General  Honjo,  embarrassed  the  Civil  Government  at 
Tokyo  by  announcing  publicly,  at  Mukden,  that  Marshal  Chang 
Hsiieh-liang’s  Government  would  no  longer  receive  Japanese  recogni¬ 
tion.  The  Foreign  Office  at  Tokyo  stated  that  the  General’s  announce¬ 
ment  was  unauthorized ;  but  the  Japanese  army  continued  to  pursue 
its  own  policy.  On  the  8th  October,  leaflets  setting  forth  the  terms 
of  General  Honjo !s  declaration  were  dropped  upon  Chinchow  by 
Japanese  military  aeroplanes  ;  and  this  communication  to  the  Chinese 
civilian  inhabitants  of  the  city  was  heralded  by  a  discharge  of  bombs 
for  the  benefit  of  the  Chinese  garrison  and  of  the  Provincial  Govern¬ 
ment,  who  were  at  that  time  occupying  the  University  buildings. 
According  to  the  testimony  of  Mr.  J.  G.  Thomson,1  some  thirty  or 
forty  bombs  were  dropped  by  a  squadron  of  eleven  machines.  A  loco¬ 
motive  shed  belonging  to  the  Peking-Mukden  Railway  was  hit,  and 
five  men  were  killed  and  fifteen  wounded.  This  bombing  incident  of 
the  8th  October  at  Chinchow  was  discussed,  and  duly  deplored,  by  the 
Cabinet  at  Tokyo  on  the  9th ;  but  no  Minister  handed  in  his  resigna¬ 
tion,  and  no  suggestion  was  made  that  General  Honjo  should  be 
reprimanded,  or  even  that  a  dementi  of  his  declaration  of  policy 
should  be  issued.  On  the  13th  October,  four  bombs  were  dropped  by 
Japanese  military  aeroplanes  on  Tahushan,  a  place  on  the  Peking- 
Mukden  Railway  between  Mukden  and  Chinchow,  at  a  moment  when 
a  Chinese  brigade  which  had  been  garrisoning  this  town  was  being 
withdrawn  towards  Chinchow  by  train. 

On  the  21st  October,  Marshal  Chang  Hsiieh-liang,  who  was  still  at 
Peiping  (Peking),  received  a  notification  from  the  Japanese  authorities 
to  the  effect  that  437  cases,  containing  his  household  furniture  and 
personal  property,  had  been  dispatched  from  Mukden  to  Tientsin — 
a  courteous  intimation  that  his  affairs  in  Manchuria  wrere  being 
liquidated.  The  ‘young  Marshal’  resigned  his  posts  of  Commander-in- 
Chief  of  the  North-East  Frontier  Defence  and  Vice-Commander-in - 
1  League  of  Nations  Official  Journal,  December  1931,  p.  2487. 
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Chief  of  the  National  Army,  Navy  and  Air  Forces  on  the  16th 
December,  1931. 

While  the  Japanese  army  in  Manchuria  was  thus  preparing  to 
spring,  south-westward,  from  Mukden  upon  Chinchow,  it  committed 
itself  in  the  north-west  to  a  military  operation  of  very  much  longer 
range. 

In  a  previous  volume  of  this  series1  it  has  been  mentioned  that,  in 
the  course  of  the  years  1916-26,  a  new  railway  had  been  built  in 
Manchuria  from  Ssupingkai,  on  the  S.M.R.,  through  Taonanfu  (the 
local  capital  of  the  newly  reclaimed  and  settled  north-west  corner 
of  Eengtien  Province,  on  the  verge  of  the  Mongolian  Steppe),  to 
Angangki  on  the  C.E.R.  This  line  was  Chinese-owned  and  Chinese- 
operated  ;  but  it  had  been  built  with  Japanese  capital  and  materials 
and  technical  assistance,  and  there  was  Japanese  participation  in  its 
management.  This  Ssupingkai-Taonanfu- Angangki  Railway  was  of 
standard  gauge,  like  the  S.M.R.,  in  contrast  to  the  Russian-gauge 
C.E.R. ;  and,  in  the  Russo-Japanese  rivalry  for  ascendancy  in  Man¬ 
churia,  the  new  line  was  a  factor  which  told,  both  strategically  and 
commercially,  in  Japan’s  favour.  Commercially,  it  drew  the  trade 
of  the  Taonan  district  into  the  meshes  of  the  S.M.R.  system,  with 
its  port  at  Dairen,  instead  of  allowing  this  trade  to  gravitate  towards 
the  C.E.R.  and  find  its  way  in  and  out  through  the  port  of  Vladi¬ 
vostok.  Strategically,  the  Ssupingkai-Angangki  Railway  placed  at 
the  disposal  of  the  Japanese  army  in  Manchuria  a  line  of  com¬ 
munications  along  which  it  could  strike  at,  and  cut,  the  semi-Russian- 
owned  C.E.R.  at  a  point  where  the  blow  would  sever  the  connexion 
between  the  U.S.S.R.  and  Harbin,  the  head-quarters  of  the  C.E.R. 
and  the  main  stronghold  of  Russian  settlement  and  influence  in 
Manchuria.  More  than  that,  a  Japanese  military  force  astride  the 
C.E.R.  at  Angangki  would  also  intercept  the  direct  line  of  com¬ 
munications,  via  Manchuria,  between  the  main  body  of  the  U.S.S.R. 
and  the  Soviet  port  of  Vladivostok  in  the  Maritime  Province.  All 
these  potentialities  of  the  Ssupingkai-Angangki  Railway  were  brought 
into  play  in  the  autumn  and  winter  of  1931. 

According  to  the  official  Japanese  account,2  the  railway  bridge  by 
which  the  Ssupingkai-Angangki  line  crossed  the  River  Nonni,  at  a 
point  which  lay  about  thirty  miles  from  Angangki  itself  and  about 
three  hundred  miles  from  Ssupingkai,  was  blown  up,  towards  the  end 

1  The  Survey  for  1925,  vol.  ii,  pp.  353-4. 

2  Telegram,  dated  the  4th  November,  1931,  from  the  Japanese  delegation 
to  the  Secretary-General  of  the  League  of  Nations,  printed  in  League  of  Nations 
Official  Journal,  December  1931,  pp.  2566-7. 
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of  the  third  week  in  October  1931,  by  the  Chinese  General  Ma  Chan- 
shan,  commanding  the  military  forces  of  the  province  of  Heilungkiang 
on  Marshal  Chang  Hsueh-liang’s  behalf,  in  the  course  of  local  hostili¬ 
ties  with  a  rival  Chinese  war-lord  in  the  neighbourhood,  General 
Chang  Hai-peng.  On  the  ground  that  ‘the  discontinuance  of  traffic 
on  this  line’  was  ‘having  disastrous  economic  consequences  for  the 
Chinese  and  Japanese  population  of  the  district  and  for  the  Taonan- 
Angangki  and  South  Manchurian  Railway  Companies  (especially  at  ’ 
that  ‘season,  when  the  produce  of  the  regions  through  which  the 
lines’  ran  ought  to  have  been  ‘carried  southward),  the  Japanese 
consular  authorities  repeatedly  asked  General  Ma  Chan-shan  to  repair 
the  Nonni  Bridge,  but  their  request  was  not  complied  with.  Chinese 
agents  and  the  Japanese  adviser  to  the  management  of  the  Taonan- 
Angangki  Railway  proceeded  to  the  spot ;  but  General  Ma  Chan-shan ’s 
troops  would  not  allow  them  to  approach,  and  even  opened  fire  on 
them  with  machine-guns  at  150  metres,  after  which  several  rounds 
were  fired  by  artillery.  The  management  of  the  Taonan-Angangki 
Railway  accordingly  decided  to  effect  the  necessary  repairs  with  the 
help  of  the  South  Manchurian  Company,  and  asked  the  Japanese 
commander  to  provide  protection  for  the  work,  which  was  to  begin 
at  noon  on  November  4th.  On  November  2nd  some  500  men  were 
sent  to  the  Nonni  from  Kirin  and  Changchun.  At  the  same  time, 
Generals  Ma  Chan-shan  and  Chang  Hai-peng  were  requested  to  with¬ 
draw  their  troops  ten  kilometres  from  the  bridge  and  to  make  no 
further  use  of  it  for  strategical  purposes.’  Thus,  at  the  turn  of 
October  and  November  1931,  the  Japanese  High  Command  in  Man¬ 
churia  decided — again,  apparently,  on  its  own  initiative,  without 
consulting  the  Civil  Government  at  Tokyo — to  send  Japanese  military 
forces  outside  the  Japanese  railway-zone  in  Manchuria — this  time 
to  a  point  about  300  miles  distant,  by  railway,  from  the  nearest 
point  in  the  Japanese  railway-zone  (i.e.  from  Ssupingkai).1 
Moreover,  this  Japanese  force  was  sent  to  the  Nonni  Bridge 
on  the  2nd  November,  1931,  in  circumstances  in  which  a  clash 
between  it  and  the  Chinese  troops  of  General  Ma  Chan-shan  was 
more  probable  than  not.  The  clash  duly  occurred ;  and  the  even¬ 
tual  outcome  was  the  overthrow  of  General  Ma,  who  was  hostile  to 
the  extension  of  Japanese  power  in  Manchuria,  the  survival  of 
General  Ma’s  local  rival  General  Chang  Hai-peng,  who  showed  himself 
complacent  towards  Japanese  designs,  the  dispersal  of  the  Heilung¬ 
kiang  army,  the  occupation  of  the  provincial  capital,  Tsitsihar,  by 

1  As  a  standard  of  comparison,  it  may  be  recalled  that  the  entire  length  of  the 
S.M.R.  itself,  from  Dairen  to  Changchun,  was  only  438  miles. 
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Japanese  military  forces,  and  the  establishment  of  Japanese  military 
and  political  ascendancy  over  the  Province  of  Heilungkiang — the 
largest  (though  at  that  time  least  settled  and  least  developed)  of 
‘the  three  Eastern  Provinces’  of  the  Chinese  Republic.  According 
to  the  Japanese  official  apologia  for  Japanese  military  acts,  these 
large  consequences  of  the  step  taken  by  the  Japanese  High  Command 
on  the  2nd  November,  1931,  were  all  incidental  and  unforeseen — 
though,  as  it  unfortunately  proved,  unavoidable — consequences  of 
some  damage  that  had  been  done  to  a  railway  bridge.  On  the 
Chinese  side,  it  was  contended  that  the  damage  sustained  by  the 
Ssupingkai-Angangki  Railway  about  the  20th  October,  1931,  like  the 
damage  alleged  to  have  been  sustained  by  the  S.M.R.  on  the  18th 
September,  was  a  pretext  for,  but  not  the  cause  of,  the  events  which 
followed.  The  Chinese  asserted  that  the  overthrow  of  General  Ma’s 
authority,  the  dispersal  of  his  troops  and  the  establishment  of 
Japanese  ascendancy  in  Heilungkiang  Province  during  November 
1931  had  been  planned  in  advance  by  the  Japanese  army,  in  the 
same  deliberate  fashion  as  the  overthrow  of  the  authority  of  General 
Ma’s  ci-devant  master  Chang  Hsueh-liang,  the  dispersal  of  the  Feng- 
tien  army  and  the  establishment  of  Japanese  ascendancy  in  Fengtien 
Province,  which  had  been  accomplished  by  the  Japanese  army  in  the 
course  of  the  foregoing  month  of  September.  In  the  absence  of  con¬ 
clusive  direct  evidence  from  neutral  sources  at  the  time  of  writing, 
this  Chinese  allegation,  which  rested  on  presumption  and  analogy, 
could  neither  be  proved  nor  be  disproved ;  and  the  writer  of  this  survey 
must  leave  the  reader  to  come  to  his  own  conclusions.  In  any  case, 
the  external  course  of  the  subsequent  events  is  relatively  clear. 

In  announcing  the  dispatch  of  a  Japanese  force  to  the  Nonni 
Bridge  on  the  2nd  November,  the  Japanese  Government  declared  at 
the  same  time1  that  the  troops  had  ‘been  sent  to  the  Nonni  solely  to 
protect  the  works,  and’  would  ‘observe  strict  neutrality  as  between 
the  belligerents.  Should,  however,  either  of  the  [Chinese]  armies 
present  endeavour  to  hinder  them  in  their  duty,  all  necessary  defen¬ 
sive  measures  would  be  taken.  The  troops  ’  would  ‘  be  withdrawn  as 
soon  as  their  task’  was  ‘completed’.  According  to  the  Japanese,2  the 
first  clash  actually  occurred  on  the  night  of  the  2nd  November  itself, 
when  Japanese  military  patrols  (who  must  therefore  already  have 
arrived  in  the  neighbourhood  of  the  Nonni  Bridge)  were  reported  to 
have  been  fired  upon  by  Heilungkiang  troops.  At  8  a.m.  on  the 

1  Telegram  of  the  4th  November,  1931,  cited  above. 

2  Telegram  dated  the  6th  November,  1931,  in  League  of  Nations  Official 
Journal,  December  1931,  p.  2567  (Annex  1334,  xlv,  Document  No.  39). 
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morning  of  the  4th,  however  (that  is,  on  the  day  on  which  the  repair¬ 
ing  work  was  to  begin ),  the  Japanese  Consul  at  Tsitsihar,  Mr.  Shimidzu, 
and  a  Japanese  staff -officer,  Major  Hayashi,  who  had  been  in  con¬ 
ference  with  General  Ma,  arrived,  from  Tsitsihar,  at  the  front  line 
of  the  Heilungkiang  army,  accompanied  by  General  Ma’s  chief-of- 
staff,  who  conveyed  verbally,  to  the  Chinese  commander  on  the  spot, 
an  order  from  General  Ma  directing  that  a  Japanese  advance  was 
not  to  be  resisted.  After  the  commander  of  the  Japanese  expedi¬ 
tionary  force  had  been  informed  of  this  step,  he  sent  a  patrol  to 
Tahsing :  a  point  on  the  railway  on  the  far  side  of  the  bridge.  Inas¬ 
much  as  Tahsing  was  only  two  miles  from  the  river  bank,  it  lay  well 
within  the  ten  kilometre  zone  which  the  Japanese  had  required  the 
Heilungkiang  army  to  evacuate.  At  the  same  time,  it  was  a  position 
of  strategic  importance.  In  these  circumstances,  when  the  Japanese 
patrol  advanced,  the  Chinese  commander  on  the  spot  opened  fire ; 
hot  fighting  ensued;  and,  upon  receipt  of  the  news,  the  Japanese 
High  Command  in  Manchuria  decided  to  send  reinforcements.  Before 
their  arrival,  the  Japanese  troops  already  present  succeeded,  on  the 
6th  November,  in  definitely  occupying  Tahsing ;  and  they  then  halted 
along  a  line  some  twelve  kilometres  north  of  the  bridge. 

On  the  12th  November,  however,  the  War  Office  at  Tokyo  in¬ 
structed  the  Japanese  High  Command  in  Manchuria  to  present 
General  Ma  with  an  ultimatum  in  the  following  terms : 

1.  Withdrawal  of  the  Ma  Chan-shan  army  north  of  Tsitsihar  and 
return  of  the  forces  concentrated  in  the  Tsitsihar  and  Angangki  area  to 
their  respective  garrisons. 

2.  The  Ma  Chan-shan  army  should  be  forbidden  to  send  forces  south 
of  the  Chinese  Eastern  Railway  line. 

3.  The  Ma  Chan-shan  army  should  abstain  from  any  interference  in 
the  traffic  on  the  Taonan -Angangki  line,  which  will  continue  to  be 
directed  by  the  administration  of  that  railway.  Should  there  be  any 
interference,  the  Japanese  forces  would  take  effective  measures  to 
check  it. 

4.  The  above-mentioned  measures  should  be  carried  out  by  General 
Ma  within  ten  days  from  November  15th. 

5.  The  withdrawal  of  Japanese  forces  at  present  stationed  at  Nonni 
south  of  Taonan  or  Chengchiatun,  as  soon  as  these  measures  have  been 
carried  out.1 

The  Japanese  Government  sought2  to  justify  this  ultimatum  on 
the  ground  that,  ‘if  the  Japanese  forces  withdrew  on  the  completion 
of  the  repairs  without  any  guarantee  being  given  by  the  Chinese,  it  ’ 

1  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2575,  from 
a  Japanese  official  communication  of  the  14th  November. 

2  In  the  official  communication  of  the  14th  November,  just  cited. 
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was  ‘absolutely  certain  that  the  Chinese  forces  would  move  south¬ 
wards  and’  would  ‘not  only  again  destroy’  the  Nonni  Bridge  but 
would  ‘attack’  the  Japanese  ‘troops  and  expose  them  to  grave 
danger’.  Chinese  commentators  on  the  Japanese  ultimatum  pointed 
out  that  one  effect  of  compliance  with  it  on  the  part  of  General  Ma 
would  be  to  turn  the  scales  in  the  local  Chinese  civil  war  decisively 
in  favour  of  General  Ma’s  rival  and  Japan’s  protege  Chang  Hai-peng. 

As  the  period  of  the  ultimatum  ran  out,  the  Japanese  accused 
General  Ma  of  gathering  reinforcements  and  making  preparations  to 
attack,  while  on  the  other  side  Chang  Hai-peng  was  reported  to  be 
giving  point  to  the  Japanese  ultimatum  by  harassing  General  Ma’s 
rear.  The  date  which  the  Japanese  army  had  laid  down  for  the 
beginning  of  General  Ma’s  withdrawal  to  the  north  of  Tsitsihar  (the 
15th  November)  happened  to  be  almost  coincident  with  the  date 
(being  the  16th  November)  which  the  Council  of  the  League  of 
Nations  had  specified  for  the  completion  of  the  withdrawal  of  the 
Japanese  forces  in  Manchuria  into  the  Japanese  railway  zone.1  On 
the  13th  November,  however,  in  a  public  announcement  made  at 
Mukden,  General  Hon  jo  dismissed  the  suggestion  of  a  Japanese 
withdrawal  with  contempt;2  and  on  the  17th  the  Sino- Japanese 
hostilities  on  the  far  side  of  the  Nonni  River  were  resumed  after  a 
breakdown  of  the  local  negotiations.  According  to  the  Japanese,  the 
offensive  was  taken  by  General  Ma’s  forces,  who  had  been  taking 
advantage  of  their  superiority  in  numbers  in  order  to  work  round  the 
Japanese  flank.  On  the  18th  November,  which  was  the  second  day 
of  this  battle,  the  Japanese  counter-attacked — or  attacked — in  force, 
with  infantry,  artillery  and  aeroplanes,  and  General  Ma’s  army  was 
routed.  Before  nightfall,  the  Japanese  had  not  only  occupied  An- 
gangki,  the  northern  terminus  of  the  Ssupingkai-Angangki  Railway 
and  its  point  of  junction  with  the  C.E.R.,  but  had  pushed  on  across 
the  C.E.R. ;  and  they  entered  Tsitsihar,  the  provincial  capital  of 
Heilungkiang,  some  eighteen  miles  beyond,  on  the  morning  of  the  1 9th. 

After  this  overthrow  of  the  local  representative  of  Marshal  Chang 
Hsiieh-liang’s  Government  in  Heilungkiang,  the  Chinchow  district 
was  the  only  fraction  of  Manchuria  in  which  the  Marshal’s  regime 
remained  intact ;  and  the  Japanese  High  Command  in  Manchuria 
immediately  concentrated  their  energies  upon  the  enterprise  of 
depriving  the  Marshal  of  his  last  remaining  foothold  in  his  original 
domain.  In  this  enterprise,  as  in  all  those  on  which  they  had 
previously  embarked,  they  eventually  succeeded  in  carrying  their 
will  into  effect  in  the  teeth  of  opposition  ;  but  this  time  the  opposition 

1  See  p.  494  below.  2  See  The  New  York  Times,  14th  November,  1931. 
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which  they  encountered  was  somewhat  more  stubborn  than  before ; 
for,  although  Marshal  Chang  Hsueh-liang  adhered  once  again,  in  the 
last  resort,  to  his  policy  of  withdrawing,  in  face  of  Japanese  military 
pressure,  without  offering  armed  resistance,  both  the  Council  of  the 
League  of  Nations  and  the  Government  of  the  United  States  showed 
exceptional  sensitiveness  and  acted  with  exceptional  vigour  in  the 
matter  of  Chinchow,  and  though,  again,  their  intervention  merely 
postponed,  without  averting,  the  execution  of  the  Japanese  army’s 
plans,  their  diplomatic  pressure  did  on  one  occasion  stimulate  the  Civil 
Government  at  Tokyo  to  take  their  courage  in  both  hands  and  give 
peremptory  and  effective  orders,  for  the  first  and  last  time,  to  the 
Japanese  High  Command  in  Manchuria. 

On  the  25th  November,  the  Japanese  forces  in  Manchuria  took  the 
first  step  towards  Chinchow  by  occupying  the  town  of  Sinmin,  on 
the  Peking-Mukden  Railway,  west  of  the  Liao  River.  On  the  same 
date,  in  a  fourth  appeal  to  the  Chinese  and  Japanese  Governments,1 
the  President  of  the  Council  of  the  League  of  Nations,  Monsieur 
Briand,  in  the  Council’s  name,  ‘specially’  called  ‘the  attention  of  the 
two  Governments  to  the  situation  existing  in  the  Chinchow  region  ’ ; 
reminded  them  that  ‘  already  certain  Governments  ’  had  ‘  decided  to 
send  observers  there  ’  ;2  and  added  that  ‘  it  was  for  the  two  parties 
to  give  the  commanders  of  their  respective  forces  the  strictest  orders 
to  refrain  from  any  action  which  might  lead  to  further  engagements 
and  further  loss  of  human  life’.  Monsieur  Briand  followed  this  appeal 
up  with  a  practical  suggestion.  On  the  26th  November,  he  discussed 
the  problem  of  Chinchow  first  with  the  Japanese  and  Chinese  repre¬ 
sentatives  on  the  Council  and  afterwards  with  their  neutral  colleagues, 
and  the  latter  decided  to  submit  to  their  respective  Governments 
the  proposal  that  those  Governments  which  were  able  to  send  ob¬ 
servers  to  the  Chinchow  district  should  arrange  for  their  observers, 
in  concert  with  one  another,  to  examine  the  possibility  of  establishing, 
as  between  the  Chinese  and  Japanese  troops,  a  neutral  zone  or  any 
other  system  calculated  to  prevent  any  collision  between  the  troops 
of  the  two  parties.  The  observers  were  also  to  consider,  in  concert, 
the  means  of  establishing  liaison  with  the  commanders  of  the  Chinese 
and  Japanese  forces  with  a  view  to  the  necessary  arrangements  being 
made.  In  a  letter  of  the  same  date3  Monsieur  Briand  informed  the 
Chinese  and  Japanese  representatives  of  this  proposal  and  asked 
them  to  bring  it  to  the  attention  of  their  respective  Governments. 

1  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2529.  For 

this  series  of  appeals  see  pp.  498-9  below.  2  See  p.  454  above. 

3  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2530. 


Sect,  iii 


THE  FOREIGN  RELATIONS  OF  CHINA 


455 


About  the  same  time,  the  British  Government  appear  to  have 
reminded  the  Japanese  Government  of  the  British  interest  in  the 
Peking-Mukden  Railway  and  to  have  expressed  their  anxiety  that 
this  piece  of  property  should  not  suffer  damage.1  About  the  same 
time,  again,  Mr.  Wellington  Koo,  who  had  succeeded  Mr.  C.  T. 
Wang  as  Minister  for  Foreign  Affairs  at  Nanking  on  the  23rd  Novem¬ 
ber,2  proposed  to  the  Japanese  Government,  through  the  French 
Government,  that  the  Chinese  forces  in  the  Chinchow  district  should 
be  withdrawn  westward  to  the  other  side  of  the  Great  Wall  in 
consideration  of  an  undertaking,  to  be  given  by  the  Japanese,  that 
they  would  leave  the  Chinchow  district  unoccupied  by  Japanese 
troops. 

In  reply  to  Monsieur  Briand’s  appeal  of  the  25th  November,3  the 
Japanese  Government  declared,  on  the  27th,  that  ‘the  Japanese 
troops’  would  ‘undertake  no  act  of  hostility  except  in  self-defence 
or  as  a  pohce -measure’,  and  that  the  Government  themselves  had  no 
objection  to  accepting  Mr.  Koo’s  proposal  in  principle,  without  for¬ 
going  a  right  to  enter  the  evacuated  zone  ‘in  the  event  of  a  serious 
and  urgent  threat  endangering  the  safety  of  the  lives  and  property 
of  Japanese  nationals  in  Northern  China  and  the  safety  of  the 
Japanese  troops  stationed  there’.4 

On  the  very  day  on  which  the  Civil  Government  at  Tokyo  were 
giving  this  conditional  yet  explicit  undertaking,  the  Japanese  Com- 
mander-in-Chief  in  Manchuria,  General  Honjo,  was  sending  his  air¬ 
craft  to  bomb  Chinchow,  entraining  all  his  forces  at  Mukden  and 
sending  them  south-westward  along  the  Peking-Mukden  Railway, 
and  calling  up  all  the  Japanese  reservists  resident  in  Mukden  to 
garrison  the  city  after  the  first-line  troops  had  left.  The  same  evening, 
however,  General  Honjo  countermanded  his  own  orders — apparently 
in  deference  to  imperative  instructions  from  Tokyo — and  the  with¬ 
drawal  of  the  Chinchow  expeditionary  force  to  Mukden  duly  began 
on  the  28th. 

The  turn  of  the  screw  which  produced  this  unwonted  effect  appears 
to  have  been  given  neither  by  Monsieur  Briand  nor  by  Sir  John 
Simon,  but  by  Mr.  Stimson,  in  a  communication5  on  the  subject  of 
Chinchow  which  was  read  by  the  American  Ambassador  at  Tokyo 

1  On  this  point,  see  a  statement  made  on  the  30th  November,  1931,  in  the 

House  of  Commons  at  Westminster,  in  answer  to  a  parliamentary  question,  by 
Sir  John  Simon.  2  See  p.  415  above. 

3  Text  of  this  reply  in  League  of  Nations  Official  Journal,  December  1931, 
pp. 2529—30. 

4  For  the  contemporary  events  in  Tientsin,  to  which  this  was  an  allusion, 

see  p.  465  below.  6  Text  in  The  United  States  Daily,  2nd  February,  1932. 
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to  the  Japanese  Minister  for  Foreign  Affairs  on  the  27th  November 
itself,  in  reinforcement  of  representations  which  had  been  conveyed 
by  the  same  procedure  on  the  24th.  In  the  communication  of  the 
27th,  Mr.  Stimson  returned  to  the  charge  in  the  following  language: 

Your  Excellency  will  remember  that  on  the  24th  November,  in 
response  to  my  representations  through  Ambassador  Forbes,  you 
assured  me,  with  the  concurrence  of  the  Minister  of  War  and  the  Chief 
of  Staff,  that  there  would  be  no  movement  of  Japanese  troops  in  the 
direction  of  Chinchow  and  informed  me  that  orders  to  that  effect  had 
been  given  to  the  Japanese  troops.  In  reliance  upon  this  assurance  I 
have  urged  conciliatory  steps  upon  the  Chinese  Government  and  an 
acceptance  of  the  proposal  of  the  Council  of  the  League  of  Nations, 
which  proposal  was  in  part  based  upon  a  proposition  of  the  Japanese 
Government.  Inasmuch  as  according  to  Mr.  Yoshizawa’s  statement  to 
M.  Briand  there  are  only  some  20,000  Chinese  troops  in  the  Chinchow 
district  and  north  of  the  Great  Wall,  and  inasmuch  as  Chinchow  is 
substantially  120  miles  by  rail  from  the  South  Manchuria  Railway  at 
Mukden,  I  am  quite  unable  to  see  how  there  can  be  any  serious  danger 
to  that  railway  or  any  serious  danger  of  a  clash  between  Chinese  and 
Japanese  troops  unless  the  latter  troops  should  fail  to  observe  the  orders 
which  Your  Excellency  assured  me  had  been  given. 

This  language,  coming  from  this  source,  was  perhaps  the  final  and 
most  potent  contribution  to  the  cumulative  pressure  from  abroad 
which  impelled  the  Civil  Government  at  Tokyo,  on  the  27th  Novem¬ 
ber,  to  call  the  Japanese  High  Command  in  Manchuria  to  heel.  The 
extent  of  the  psychological  effect  which  was  produced  in  the  Japanese 
Ministry  for  Foreign  Affairs  by  this  communication  from  Mr.  Stimson 
on  this  date  may  be  gauged  by  the  Ministry’s  reaction  to  an  oral 
statement  which  was  made  by  Mr.  Stimson  on  the  same  day,  at 
Washington,  to  the  press.  This  statement1  actually  rehearsed,  in 
briefer  compass  and  in  more  guarded  terms,  the  same  points  as  the 
simultaneous  communication  to  the  Japanese  Government;  but  a 
diluted  press  report  of  the  statement2  which  was  received  in  Tokyo 
evoked  from  ‘the  Foreign  Office  spokesman’  there,  on  the  28th 
November,  a  reproof  of  Mr.  Stimson’s  supposed  utterance  at  Wash¬ 
ington  which  was  not  less  intemperate  than  the  apocryphal  version 
of  Mr.  Stimson’s  words  to  which  it  was  a  retort.  The  ‘incident’ 
was  closed  by  a  dementi  which  Mr.  Stimson  hastened  to  make  on 
the  same  day ;  but  the  Japanese  official  spokesman’s  outburst 
revealed  the  tensity  of  the  strain  under  which  Japanese  nerves  were 
labouring. 

1  The  text  of  Mr.  Stimson’s  statement  to  the  press  on  the  27th  November, 
1931,  is  printed  in  The  United  States  Daily,  30th  November,  1931. 

2  This  report  was  sent  out  by  the  American  Associated  Press. 
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The  effective  withdrawal  of  the  Japanese  forces  in  South-Western 
Manchuria  on  the  28th  November  was  cheaply  purchased  at  the  cost 
of  this  diplomatic  storm-in-a-teacup.  At  the  same  time,  the  limits 
of  the  Japanese  Civil  Government’s  will — or  power — to  ameliorate 
the  situation  on  the  South-West  Manchurian  front  were  indicated  by 
the  terms  of  the  reply  which  the  Japanese  Government  made  on  the 
same  date1  to  the  proposal  for  the  establishment  of  a  neutral  zone, 
with  the  assistance  of  neutral  observers  on  the  spot,  which  had  been 
put  forward  by  the  neutral  members  of  the  Council  of  the  League  of 
Nations  on  the  26th.  The  Japanese  Government  once  more  expressed 
their  readiness  to  order  their  ‘competent  authorities  on  the  spot  to 
enter  into  negotiations  at  'any  moment  with  the  local  Chinese 
authorities  on  the  matter,  subject  to  the  conditions  which  they  had 
already  stipulated  on  the  27th  in  replying  to  Monsieur  Briand’s 
appeal  of  the  25th.  They  refused,  however,  to  accept  the  good  offices 
of  the  neutral  observers,  on  the  ground  that  ‘the  policy  which  the 
Japanese  Government’  had  ‘so  far  consistently  pursued  in  the  true 
interest  of  good  relations  between  China  and  Japan’  had  ‘been  not 
to  resort,  in  disputes  capable  of  direct  settlement  with  China,  to  the 
interposition  of  third  parties’,  and  that  Japan  could  ‘not  but  pursue 
this  line  of  conduct  in  the  present  case’. 

In  a  counter-reply  of  the  29th  November,  Monsieur  Briand  con¬ 
tested  the  Japanese  presentation  of  the  proposal  of  the  26th,  and 
recommended  the  proposal  to  the  Japanese  Government  once  again. 
This  question  of  establishing  a  neutral  zone  in  the  Chinchow  district 
was  discussed  further,  during  the  next  few  days,  both  by  the  League 
Council  in  Paris  and  between  Marshal  Chang  Hsiieh-liang  and  the 
Japanese  charge  d'affaires  at  Peiping.  In  both  places,  however,  the 
discussions  wrere  rendered  abortive  by  Japanese  intransigeance  ;  and 
it  became  apparent  that  although  the  Japanese  army  had  been  willing 
to  countermand  its  offensive  against  Chinchow  on  the  27th  November, 
it  had  merely  deferred,  and  not  renounced,  the  execution  of  its  fixed 
resolve  to  destroy  the  last  vestige  of  Chang  Hsueh-liang’s  authority 
on  the  northern  side  of  the  Great  Wall. 

In  these  circumstances,  it  proved  impossible  either  to  establish  a 
neutral  zone  in  practice  or  even  to  include  any  direct  reference  to 
the  point  in  the  text  of  the  resolution  which  was  being  worked  out, 
during  the  first  week  of  December,  by  the  Council  of  the  League  of 
Nations  with  every  precaution,  this  time,  to  make  sure  of  securing 
unanimity — Japan  inclusive.  In  the  agreed  draft  text,2  which  the 

1  Text  in  League  of  Nations  Official  Journal,  December  1931,  pp.  2531-2. 

3  Op.  cit.,  pp.  2374—5. 
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President  read  to  the  Council  on  the  9th  December,  the  second  para¬ 
graph  dealt  with  the  problem  of  Chinchow  indirectly  by  noting 

that  the  two  parties  undertake  to  adopt  all  measures  necessary  to  avoid 
any  further  aggravation  of  the  situation  and  to  refrain  from  any  initia¬ 
tive  which  may  lead  to  further  fighting  and  loss  of  life. 

In  his  accompanying  Presidential  declaration,1  Monsieur  Briand 
commented  on  this  paragraph  as  follows : 

It  is  an  unfortunate  fact  that,  since  the  last  meeting  of  the  Council, 
events  have  occurred  which  have  seriously  aggravated  the  situation,  and 
have  given  rise  to  legitimate  apprehension.  It  is  indispensable  and 
urgent  to  abstain  from  any  initiative  which  may  lead  to  further  fighting, 
and  from  all  other  action  likely  to  aggravate  the  situation. 

The  draft  resolution  was  duly  adopted  by  a  unanimous  vote  of  the 
Council  on  the  10th ;  and  on  this  occasion  the  Japanese  representative, 
Mr.  Yoshizawa,  in  a  statement  informing  his  colleagues  that  the 
resolution  was  acceptable  to  his  Government,  announced  that 

With  regard  to  paragraph  2  of  the  draft  resolution,  I  am  happy  to 
accept  it  on  behalf  of  the  Japanese  Government,  on  the  understanding 
that  this  paragraph  is  not  intended  to  preclude  the  Japanese  forces  from 
taking  such  action  as  may  be  rendered  necessary  to  provide  directly  for 
the  protection  of  the  lives  and  property  of  Japanese  subjects  against  the 
activities  of  bandits  and  lawless  elements  rampant  in  various  parts  of 
Manchuria.  Such  action  is  admittedly  an  exceptional  measure  called 
for  by  the  special  situation  prevailing  in  Manchuria,  and  its  necessity 
will  naturally  be  obviated  when  normal  conditions  shall  have  been 
restored  in  that  region.  With  these  considerations,  I  am  happy  to  be 
able  to  declare  that  the  Japanese  Government  accepts  the  draft  resolu¬ 
tion  now  before  us. 

In  view  of  the  reports  on  the  military  situation  at  Chinchow'  which 
had  just  been  sent  in  by  the  neutral  observers  on  the  spot,2  it  might 
have  been  supposed  that  the  Japanese  acceptance  of  the  League 
Council’s  resolution  of  the  10th  December,  1931,  had  at  least  appre¬ 
ciably  diminished  the  danger  of  a  Japanese  military  occupation  of 
Chinchow,  even  allowing  for  Mr.  Yoshizawa’s  reservation  and  General 
Honjo’s  designs.  Immediate  events,  however,  were  destined  to  play 
into  the  Japanese  army’s  hands. 

The  first  of  these  events  was  the  close,  on  the  10th  December  itself, 
of  the  sixty-fifth  session  of  the  League  Council,  which  had  been 
nominally  continuous,  and  actually  in  action  off  and  on,  ever  since 
the  19th  September :  that  is,  since  the  morrow  of  the  Japanese  army’s 
original  coup.  However  ineffective  the  Council’s  action  may  have 

1  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2375. 

2  Op.  cit.,  pp.  2535-7. 


Sect,  iii 


THE  FOREIGN  RELATIONS  OF  CHINA 


459 


been,  its  session  had  at  least  been  embarrassing  to  the  Japanese 
representative  on  this  international  body,  and  therefore  indirectly 
embarrassing  to  the  Japanese  Civil  Government  at  Tokyo ;  this  em¬ 
barrassment  had  stimulated  the  Tokyo  Government  in  their  attempts 
to  put  pressure  upon  the  Japanese  army ;  and  this  pressure,  though 
in  general  no  more  effective  than  the  League  Council’s  action  which 
was  one  of  the  two  ultimate  motive  forces  behind  it,1  had  at  least 
deterred  the  Japanese  army  from  executing  its  design  of  occupying 
Chinchow  on  the  27th-28tli  November.  From  the  10th  December 
onwards,  the  restraining  influence,  such  as  it  was,  of  the  League 
Council’s  protracted  session  ceased  to  operate ;  and  in  Tokyo  this 
relief  from  foreign  pressure  was  followed  immediately,  on  the  11th 
December,  by  the  fall  of  the  Minseito  Cabinet.  The  nominal  ground 
of  the  Cabinet’s  resignation  was  the  revival,  by  Mr.  Kenzo  Adachi, 
of  a  movement  for  the  formation  of  a  super -party  Cabinet;  but 
actually,  perhaps,  the  change  of  Government  at  Tokyo  took  place 
at  this  juncture  because  a  Cabinet  which  was  fatally  compromised 
by  its  inveterate  Liberalism  was  now  no  longer  able  to  justify  its 
existence,  in  the  eyes  of  a  hostile  public,  on  the  plea  that  it  was  at 
least  serving  as  a  useful  buffer  between  the  Council  of  the  League  in 
Europe  and  the  Japanese  High  Command  in  Manchuria. 

On  the  13th  December,  the  defunct  Minseito  Cabinet  was  replaced 
at  Tokyo  by  a  Seiyukai  Cabinet  with  Mr.  Inukai  as  Prime  Minister. 
The  new  Japanese  Government’s  first  action — taken  on  the  very  day 
on  which  they  assumed  office — was  to  issue  a  proclamation  prohibit¬ 
ing  the  export  of  gold ;  and  to  a  clear-sighted  and  cool-headed  observer 
this  was  in  effect  the  severest  possible  vote  of  censure  upon  the  policy 
which  the  Japanese  army  had  been  forcing  upon  the  late  Japanese 
Government  for  the  last  three  months.  In  Japan,  however,  at  that 
moment,  clearness  of  sight  and  coolness  of  head  were  rare.  Japanese 
public  opinion  was  now  purblind  and  J apanese  public  feeling  aflame ; 
and,  in  these  circumstances,  the  saving  virtues  of  heart  and  head 
were  not  only  almost  entirely  in  abeyance  but  were  positively  danger¬ 
ous  to  the  life  of  any  individual  who  still  had  the  hardihood  to  culti¬ 
vate  them  publicly.  The  threats  to  assassinate  Baron  Shidehara  and 
the  actual  assassination  of  Mr.  Inouye  on  the  9th  February,  1932,  by 
fanatical  young  men  belonging  to  a  hyper-nationalist  society  with 
a  programme  of  criminal  violence,  gave  warning  to  the  wise  to  keep 
their  own  counsel  and  to  leave  the  education  of  their  countrymen 
to  the  slow-moving  but  remorseless  logic  of  events.  Thus,  in  the 

1  The  other  of  these  forces  was,  of  course,  the  diplomatic  pressure  which  was 
brought  to  bear  by  the  Government  of  the  United  States.  (See  p.  456  above.) 
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course  of  December  1931,  the  Japanese  militarists  obtained  a  still 
freer  hand  than  they  had  previously  enjoyed ;  and  the  effects  soon 
became  visible  on  the  Manchurian  front. 

At  Tokyo,  on  the  17th  December,  it  was  announced  that  the 
Japanese  forces  in  Manchuria  were  being  increased  by  one  additional 
brigade.  At  Mukden,  on  the  20th,  General  Honjo  announced  his 
intention  to  serve  an  ultimatum  upon  the  Chinese  commander  at 
Chinchow,  calling  upon  him  to  withdraw  his  troops  by  some  specific 
date  under  penalty  of  a  Japanese  attack  if  he  failed  to  comply. 
On  the  21st,  ‘anti-bandit  operations’  on  a  large  scale  were  set  in 
motion  by  the  Japanese  High  Command  in  Manchuria.  Fresh  repre¬ 
sentations  on  the  subject  of  Chinchow  which  were  evoked  from  the 
British  and  French  and  American  Governments  on  the  24th  December 
by  these  new  Japanese  military  moves,  were  parried  by  the  Japanese 
Government,  with  the  usual  excuses  and  assurances,  on  the  27th.1 
On  the  28th,  the  dispatch  of  more  Japanese  troops  to  Manchuria 
was  sanctioned  by  the  Emperor.  On  the  29th,  it  was  reported  that  the 
Japanese  army  was  making  a  regular  advance  in  the  direction  of 
Chinchow,  and  that,  on  Marshal  Chang  Hsiieh-liang’s  orders,  the 
Chinese  troops  in  the  Chinchow  district  were  being  withdrawn  to 
the  western  side  of  the  Great  Wall.  On  the  30th  December,  1931, 
the  Japanese  forces  occupied  Tahushan  and  Kowpangtze.  They 
entered  Chinchow  on  the  3rd  January,  1932 ;  and  the  operation  was 
completed  on  the  4th  January  by  the  occupation  of  Shanhaikwan: 
the  ‘Gate  between  the  Mountains  and  the  Sea’,  where  the  Peking- 
Mukden  Railway  pierced  the  Great  Wall. 

The  seizure  of  this  Far  Eastern  Thermopylae  put  it  in  the  power  of 
the  Japanese  army  not  only  to  prevent  the  re-entry  of  Chinese 
military  forces  into  ‘the  three  Eastern  Provinces’  of  the  Chinese 
Republic  but  also  to  pursue  its  own  advance,  at  will,  into  the  intra¬ 
mural  province  of  Chihli.  It  is  true  that,  since  the  year  1928,  Chihli 
had  ceased  to  be  the  metropolitan  province  of  China.  The  capital  of 
the  would-be  Central  Government  of  the  Republic  had  gravitated  in 
that  year2  from  the  ci-devant  marches  of  China  over  against  the  now 
moribund  nomads  of  Central  Asia  to  the  new  marches  in  the  Yangtse 
Valley  in  the  hinterland  of  Shanghai:  the  modern  treaty-port  which 
was  the  spear-head  thrust  into  China’s  flank  by  her  latter-day  bar¬ 
barian  invaders  from  overseas.  To  this  extent,  the  Japanese  occupa- 

1  The  texts  of  the  United  States  Government’s  communication  of  the  24th 
December,  1931,  and  the  Japanese  Government’s  reply  of  the  27th,  are  both 
printed  in  The  United  States  Daily,  2nd  February,  1932. 

2  See  the  Survey  for  1928,  Part  IV,  section  (i). 
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tion  of  Shanhaikwan  was  a  less  formidable  menace  to  the  indepen¬ 
dence  of  China  than  it  would  have  been  a  few  years  earlier.  At  the 
same  time,  this  menace  was  still  considerable,  in  view  of  the  fact 
that  Tientsin — the  second  most  important  treaty-port  in  China  after 
Shanghai  itself — lay  only  160  miles  distant  from  Shanhaikwan,  in 
the  Peking  direction,  by  rail.  Since  the  Japanese  coup  in  Manchuria 
on  the  18th-19th  September,  the  ‘nation-wide’  Chinese  reaction  had 
produced,  at  Tientsin,  a  violent  Sino- Japanese  collision1  that  might 
have  furnished  a  more  plausible  excuse  for  a  fresh  extension  of 
Japanese  military  operations  than  anything  that  had  occurred  at 
Chinchow  or  at  the  Ssupingkai-Angangki  railway-bridge  over  the 
Nomii  River.  A  fresh  extension  of  Japanese  military  operations  in 
China  did,  in  fact,  take  place  before  the  month  of  January  1932  was 
over.  The  new  theatre  of  war,  however,  was  not  Tientsin  but 
Shanghai. 

There  could  have  been  no  more  conclusive  demonstration  than  this 
of  the  truth  that  the  centre  of  gravity  of  China  had  indeed  effectively 
shifted  from  the  Province  of  Chihli  and  the  basin  of  the  Peiho  River 
and  the  port  of  Tientsin  and  the  former  political  capital  at  Peking 
to  the  Province  of  Kiangsu  and  the  basin  of  the  Yangtse  River  and 
the  port  of  Shanghai  and  the  new  political  capital  at  Nanking.  In 
effect,  the  new  centre  of  energy  with  which  Western  enterprise  had 
endowed — or  encumbered — China  at  Shanghai  had  become  so  potent 
that,  by  the  years  1931-2,  it  was  virtually  impossible  for  anything 
of  major  importance  to  happen  to  China  at  large  without  Shanghai 
becoming  the  principal  scene  of  action.  In  this  phase  of  Chinese 
history,  Shanghai  was  a  dominant  magnetic  point ;  and  the  magnetic 
power  of  this  Western-made  focus  of  modern  Chinese  economic  life 
proved  stronger  than  Japanese  military  dispositions.  When  the 
Japanese  army  launched  its  military  offensive  in  Manchuria  on  the 
night  of  the  18th-19th  September,  1931,  the  Japanese  High  Com¬ 
mand  had  clearly  intended  and  expected  to  execute  certain  precise 
military  operations  within  a  certain  limited  geographical  area ;  and 
this  area,  which  was  the  object  of  Japanese  military  designs,  quite 
evidently  extended  up  to,  but  not  beyond,  the  northern  face  of  the 
Great  Wall.  Chinese  circumstances,  however,  were  to  prove  too  strong 
for  Japanese  plans.  In  the  inevitable  and  spontaneous  and  immediate 
Chinese  reaction  to  the  Japanese  blow,  Shanghai  asserted  its  para¬ 
mount  importance  in  the  life  of  contemporary  China  by  becoming 
a  more  vital  field  of  action  than  Manchuria ;  and  this  explains  why 
General  Honjo’s  offensive  of  the  18th-19th  September,  1931,  was 

1  See  p.  465  below. 
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followed,  after  the  lapse  of  little  more  than  four  months,  by  Admiral 
Shiozawa’s  offensive  of  the  28th-29th  January,  1932,  at  Shanghai. 

The  first  phase  of  the  Chinese  reaction  which  led  up  to  the  Japanese 
naval  operations  at  Shanghai  on  that  date  is  surveyed  in  the  next  sub¬ 
section  of  the  present  volume.  The  consequent  Sino-Japanese  hostili¬ 
ties  at  Shanghai,  which  were  active  from  the  28th  January  to  the 
3rd  March,  1932,  will  be  dealt  with  in  the  next  volume  of  this  series. 
The  course  of  events  in  Manchuria,  after  the  Japanese  occupation  of 
Chinchow  and  Shanhaikwan  at  the  beginning  of  January  1932— in 
particular,  the  erection  of  the  pseudonymous  ‘Independent  Govern¬ 
ment  of  Manchukuo’  and  the  attitude  of  the  Soviet  Government 
towards  the  Japanese  military  adventure — will  be  dealt  with  in  the 
Survey  for  1932  likewise. 

(3)  The  Chinese  Reaction  in  Chinese  Territory  inside  the  Great  Wall  to 
Japanese  Action  in  Chinese  Territory  in  Manchuria  ( 18th  Septem¬ 
ber-3 1st  December,  1931). 

It  has  been  mentioned  already1  that,  in  Manchuria,  the  Japanese 
military  operations  in  territory  under  Chinese  administration  which 
began  on  the  18th-19th  September,  1931,  evoked  a  local  Chinese 
reaction  which  made  the  position  of  Japanese  and  Korean  residents, 
and  the  conditions  of  Japanese  trade,  appreciably  more  difficult  in 
Manchuria  than  they  had  been  before  the  Japanese  army  overthrew 
the  local  status  quo.  This  Chinese  reaction  was  not  confined  to 
Manchuria.  It  declared  itself  rapidly  in  every  part  of  China  where 
there  were  Japanese  residents  or  Japanese  interests  at  the  time ; 
and  the  widespread  anti-Japanese  movement  in  the  eighteen  pro¬ 
vinces  of  intra-mural  China  was  far  more  damaging  to  Japan  than 
the  parallel  movement  in  ‘  the  Three  Eastern  Provinces  ’  beyond  the 
Wall.2  It  is  not  possible  here  to  assess,  even  approximately,  the 
aggregate  losses  suffered  by  the  Japanese,  or  even  to  give  a  complete 
list  of  places  in  China  where  anti- Japanese  action  was  taken.3  On 

1  See  p.  445  above. 

2  There  were  actually  four  extra-mural  provinces  at  this  time,  including  the 
Province  of  Jehol,  which  had  been  carved  out  of  the  eastern  extremity  of 
Inner  Mongolia.  Jehol,  as  well  as  ‘the  Three  Eastern  Provinces’  on  Manchurian 
soil,  was  under  the  rule  of  Marshal  Chang  Hsueh-liang  at  this  time,  and  the 
Japanese  army  left  Jehol  in  Chang’s  hands  for  the  time  being — in  contrast 
to  its  policy  of  eradicating  every  vestige  of  his  authority  from  all  parts  of 
Fengtien,  Kirin  and  Heilungkiang. 

3  A  conspectus  of  Japanese  losses  in  intra-mural  China,  from  the  18th 
September,  1931,  onwards,  as  seen  through  Japanese  eyes,  will  be  found  in  the 
Japanese  official  communications  printed  in  League  of  Nations  Official  Journal , 
December  1931,  pp.  2476-83,  2501-13,  and  2565-72. 
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the  other  hand,  the  volume  and  the  relative  value  of  the  Japanese 
material  interests  which  were  exposed  to  attack  in  extra-mural  and 
in  intra-mural  China  respectively  may  be  gauged  from  the  following 
figures  of  trade  :x 


Japanese  Foreign  Trade  (in  millions  of  Yen)  with 


Year 

The  ichole 

IF  orld 

The  United 
States 

China 

Kwantung 

1928 

4,168 

1,452 

608 

261 

1930 

3,016 

949 

423 

208 

The  following  examples  of  the  anti-Japanese  movement  in  intra¬ 
mural  China  from  the  18th  September,  1931,  onwards  are  given  by 
way  of  illustration.  It  will  be  seen  that  the  movement  manifested 
itself  in  the  south,  the  centre  and  the  north  alike ;  but  that  it  was 
most  intense  in  the  Yangtse  Basin,  and  that  its  focus  of  energy,  and 
point  of  greatest  effectiveness,  was  Shanghai.  On  this,  as  on  other, 
occasions,  the  most  potent  anti-foreign  weapon  in  Chinese  hands 
proved  to  be  the  boycott  ;2  and  the  boycott  inevitably  found  its  head¬ 
quarters  in  Shanghai,  which  was  at  this  time  the  heart  of  China’s 
economic  life.  Thus,  between  the  end  of  September  1931  and  the 
beginning  of  January  1932,  the  war  of  economic  attrition  at  Shanghai, 
in  which  the  Chinese  had  the  initiative  and  maintained  the  ascen¬ 
dancy,  came  to  eclipse  in  importance  the  military  operations  in 
Manchuria,  in  which  the  initiative  and  the  ascendancy  were  in  the 
hands  of  the  Japanese.  Accordingly,  the  second  chapter  in  the  Sino- 
Japanese  conflict  of  1931-2  began  with  a  Japanese  attempt,  on  the 
28th  January,  1932,  and  thereafter,  to  employ  at  Shanghai  the  tactics 
which  had  already  been  employed  in  Manchuria  with  superficial 
success.  Admiral  Shiozawa’s  effort  to  cut  the  Gordian  Knot  of  the 
Chinese  boycott  with  the  Japanese  sword  will  be  recorded  in  the 
Survey  for  1932.  In  this  volume,  the  survey  of  the  anti- Japanese 
reaction  in  intra-mural  China  will  be  limited  to  the  events  leading 
up  to  the  Japanese  attack  upon  Chapei  on  the  night  of  the  28th-29th 
January,  1932,  in  so  far  as  these  events  happened  to  fall  before  the 
end  of  the  calendar  year  1931. 

The  strength  and  spontaneity  of  the  anti- Japanese  movement 
which  was  evoked  in  China  by  the  Japanese  military  offensive  in 
Manchuria  is  indicated  by  the  fact  that  it  manifested  itself  at  an 
early  date  as  far  afield  as  Yunnan:  an  inland  province  in  the  extreme 

1  From  League  of  Nations:  Memoranda  on  International  Trade :  1927—29, 
vol.  iii  (1930.  II.  54m),  and  1930,  vol.  iii(1931.  II.  A.  2SUi).  The  figures  for  1930 
are  provisional.  2  Lytton  Report,  pp.  112-21. 
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south-western  corner  of  China  at  the  opposite  extremity  from 
Manchuria.  Since  the  beginning  of  the  Chinese  Revolution,  the  Yun- 
nanese  had  gone  their  own  way ;  and  they  had  not  shown  themselves 
amenable  to  the  authority  of  the  would-be  All-China  Governments 
at  Peiping  or  Canton  or  Nanking,  or  to  the  direction  of  self-consti¬ 
tuted  boycott  committees  at  Canton  or  Shanghai.  Accordingly,  their 
anti- Japanese  gestures  in  the  autumn  of  1931  must  be  attributed  to 
the  initiative  of  the  Yunnanese  themselves.  It  is  the  more  remarkable 
that  the  Japanese  Consul  at  Yunnanfu  found  it  advisable  to  evacuate 
the  twenty-five.  Japanese  residents  there  to  French  Indo-China  as 
early  as  the  first  week  of  October  1931.1 

In  the  British  colony  of  Hongkong  and  adjacent  leased  territory 
of  Kowloon,  on  the  25th-27th  September,  1931,  there  was  a  violent 
anti-Japanese  outbreak  on  the  part  of  the  local  Chinese  population 
in  which  the  Japanese  residents  sustained  six  fatal  and  about  thirty 
other  casualties2  before  the  British  troops  and  police  succeeded  in 
restoring  order. 

At  Canton,  the  anti- Japanese  movement  came  to  the  surface  on 
the  10th  October  in  an  attack  by  a  Chinese  crowd  upon  Chinese  shops 
selling  Japanese  goods.  The  local  boycott  then  spread  to  the  steve¬ 
dores  loading  and  unloading  J apanese  ships  in  the  harbour ;  and  by 
the  13th  November  the  Japanese  Government  reported  that  trade 
between  Canton  and  Japan  was  ‘non-existent’.3 

There  were  simultaneous  outbreaks  of  the  same  character  in  all 
the  leading  ports  along  the  South  China  coast :  at  Swatow,  at  Amoy, 
at  Foochow,  at  Wenchow  and  at  Hangchow.  At  Swatow,  the  local 
Chinese  postmen  were  reported  to  have  surcharged  letters  in  the 
post  with  anti-Japanese  slogans.4  At  Wenchow  there  was  an  anti- 
Japanese  riot  on  the  9th  November,  1931. 

There  were  similar  incidents  in  the  north.  For  example,  as  early 
as  the  28th  September  the  fifteen  Japanese  residents  (including  the 
Consulate  staff)  at  Chengchow,  the  point  of  intersection  between  the 
Peking-Hankow  Railway  and  the  Lunghai  Railway  in  Honan,  found 
it  advisable  to  leave  for  Hankow.  At  Tientsin,  again,  incidents  arose 
which  were  not  only  serious  in  themselves  (in  view  of  the  importance 
of  this  treaty  port  and  the  existence  of  a  Japanese  Concession  there), 
but  which  threatened  further  at  one  moment5  to  lead  to  an  extension 

1  League  of  Nations  Official  Journal,  December  1931,  p.  2502. 

2  The  six  Japanese  who  lost  their  lives  were  all  members  of  a  single  house¬ 
hold  living  about  a  mile  outside  Kowloon  City. 

3  League  of  Nations  Official  Journal,  December  1931,  p.  2575. 

4  Op.  cit.,  p.  2509. 

6  See  p.  461  above. 
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of  the  Japanese  military  operations  in  Manchuria  into  the  intra¬ 
mural  province  of  Hopei  ( ci-devant  Chihli). 

Tientsin  was  quiescent  until  the  8th  November,  when  the  peace 
was  broken  in  the  Chinese  City  by  a  collision  between  the  Chinese 
police  and  Chinese  rioters.  The  Chinese  authorities  declared  that 
these  rioters  had  been  organized,  armed  and  instigated  by  the  local 
Japanese  authorities;  and  that  their  base  of  operations,  in  their 
attack  upon  the  Chinese  police-stations,  was  the  Japanese  Concession. 
The  Japanese  disclaimed  all  acquaintance  with  the  rioters,  but  re¬ 
ported  that  during  the  night  of  the  8th-9th  November  one  Japanese 
soldier  guarding  the  bounds  of  the  Concession  had  been  killed,  and 
another  wounded,  by  Chinese  fire.  The  local  Japanese  commandant 
demanded  a  withdrawal  of  all  Chinese  armed  forces  to  a  distance  of 
300  metres  from  the  borders  of  the  Japanese  Concession  by  6.0  a.m. 
on  the  9th.  The  Chinese  reported  that,  although  they  had  complied, 
thirty  shells  were  fired  by  the  Japanese  upon  the  Chinese  City  at  6.30 
a.m.  that  morning.  Of  this  artillery  fire,  the  Japanese  disclaimed  all 
knowledge.1  There  was  further  rioting  in  Tientsin  on  the  11th 
November,  when  the  rioters  stormed  the  Chinese  University  at 
Nankai.  There  were  fresh  disturbances  in  the  vicinity  of  the  Japanese 
Concession  on  the  26th,  which  the  Chinese  again  ascribed  to  Japanese 
machinations ;  and  once  again  there  was  a  Japanese  ultimatum  which 
was  followed  (this  time  on  the  testimony  of  the  Japanese  themselves) 
by  Japanese  firing  upon  the  Chinese  City.2  After  this,  the  Japanese 
forces  at  Tientsin  were  strengthened. 

In  the  event,  however,  the  tension  between  Japanese  and  Chinese 
in  intra-mural  China  reached  breaking-point  not  at  Tientsin  but  at 
Shanghai — the  gate  of  the  Yangtse  Valley,  where  the  anti- Japanese 
reaction  was  more  vigorous  than  in  any  other  part  of  the  country. 

In  the  middle  Yangtse  Valley,  at  Hankow,  a  strict  boycott  was 
imposed  upon  the  local  Japanese  residents  and  upon  local  Japanese 
business  during  the  first  week  in  October ;  and  there  were  serious 
anti-Japanese  riots  there  in  the  second  week  in  November.  At 
Nanking,  during  the  first  fortnight  in  October,  Japanese  residents 
suffered  from  the  hostility  of  the  Chinese  students  who  had  con¬ 
verged  upon  the  capital  of  the  Republic  from  all  parts  of  the  country.3 
At  Suchow,  in  October,  there  were  extensive  seizures  of  Japanese 
goods,  and  a  Japanese  silk-spinning  factory  employing  450  Chinese 

1  The  Chinese  and  the  Japanese  accounts  of  this  affair  at  Tientsin  will  be 
found  in  League  of  Nations  Official  Journal,  December  1931,  pp.  2544-5  and 
2568-9  respectively. 

2  See  op.  cit.,  pp.  2559  and  2589  respectively. 

H  h 


3  See  p.  415  above. 
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workmen  had  to  close  down  on  the  22nd  October.1  The  incidence 
of  the  anti-Japanese  boycott  was  heaviest,  however,  at  Shanghai. 

During  the  first  week  in  October,  the  Japanese  marines  stationed 
at  Shanghai  were  reinforced,  and  the  Japanese  Consul-General  called 
on  the  Mayor  of  Greater  (i.e.  Chinese-administered)  Shanghai  to 
warn  him  that  unless  the  Japanese  residents  in  Shanghai  received 
adequate  protection  from  the  Chinese  authorities  the  Japanese 
Government  would  feel  obliged  to  take  their  own  protective 
measures. 

On  the  8th  October,  the  Japanese  Government  described  the  local 
situation  as  follows: 

At  Shanghai,  anti-Japanese  associations  have  decided  to  break  off 
economic  relations  with  Japan  and  to  this  end  have  forbidden  all  pur¬ 
chase,  sale  or  transport  of  Japanese  goods,  all  trade  with  Japanese  and 
all  service  or  employment  of  Japanese.  Punishments  are  even  inflicted 
for  any  breach  of  these  prohibitions.  Furthermore,  Japanese  goods  may 
be  neither  sold  nor  bought.  Different  manifestations  are  indulged  in, 
such  as  seizure  of  Japanese  goods  (since  September  29th  two  cases  have 
occurred  of  goods  belonging  to  Japanese  being  seized),  refusal  of  Chinese 
banks  and  brokers  to  do  business  with  Japanese  and  refusal  of  Chinese 
to  deal  with  Japanese  banks,  expulsion  of  Japanese  tenants  from  houses 
belonging  to  Chinese,  refusal  by  Chinese  associations  to  deal  in  Japanese 
goods,  refusal  to  repair  Japanese  ships,  threats  against  Chinese  in  the 
service  of  Japanese  firms  or  individuals  (as  a  result  of  such  threats, 
Chinese  agents  employed  by  Nisshin,  Yusen,  Chosen,  Mitsui,  Mitsubishi 
and  Shokin  companies  have  been  obliged  to  declare  that  they  would 
leave  their  posts).  So  far  no  Japanese  has  been  killed,  but  there  are 
daily  cases  of  stones  being  thrown  at  J apanese  children  or  of  their  being 
molested  on  their  way  to  school.  Similar  assaults  made  against  adults. 
Japanese  nationals  are  daily  subjected  to  numerous  vexations  with 
regard  to  post,  telegraph  and  telephone.2 

On  the  previous  day,  the  7th  October,  the  following  appeal  to  the 
Chinese  nation  had  been  issued  from  Nanking  by  the  National 
Government : 

In  view  of  the  situation  created  by  the  recent  inundation  which  has 
rendered  millions  of  citizens  homeless  and  destitute,  and  of  the  external 
aggression  which  stirred  our  people  with  indignation,  the  present  appeal 
is  made  to  every  Chinese. 

The  Government,  having  the  responsibility  of  dealing  with  the 
foreign  Powers,  is  of  course  acting  for  the  welfare  of  the  nation  in  con¬ 
formity  with  public  opinion.  However,  during  the  time-limit-,  fixed  by 
the  Council  of  the  League  of  Nations  for  the  withdrawal  of  Japanese 
troops,  every  Chinese  national  should  all  the  more  remain  calm  and 
strictly  observe  public  order  so  as  to  deprive  foreigners  of  any  kind  of 

1  League  of  Nations  Official  Journal,  December  1931,  pp.  2574-5. 

2  O'p.  cit.,  p.  2481. 
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possible  excuse.  The  local  authorities  are  held  responsible  for  the  pro¬ 
tection  of  the  lives  and  property  of  all  foreign  residents  and  for  the 
maintenance  of  order ;  they  must  also  exert  special  caution  to  prevent 
rebellious  elements  from  using  the  opportunity  for  starting  disturbances 
and  indulging  in  lawlessness.  The  flood  relief  work  must  be  continued 
with  increased  energy  and  not  in  the  least  neglected. 

Nevertheless,  the  trouble  at  Shanghai  gathered  momentum ;  and 
the  situation  was  described  as  follows  by  the  Japanese  Government 
on  the  11th  October: 

The  measures  of  violent  coercion  are  continuing.  The  refusal  of  the 
Chinese  banks  and  money-changers  to  do  business  with  the  Japanese  is 
extending  more  and  more ;  and  with  the  forced  resignation  of  the 
Chinese  agents  of  the  Japanese  banks  the  volume  of  transactions  in 
securities  and  money  has  considerably  diminished,  so  much  so  that  the 
Japanese  firms  and  factories  are  finding  great  difficulty  in  obtaining  bills 
of  exchange  or  changing  money  for  wages.  The  pressure  of  the  Anti- 
Japanese  Association  is  being  felt  in  all  branches  of  trade,  and  numerous 
contracts  are  being  cancelled.  The  boatmen  and  trans-shippers,  obeying 
the  injunctions  of  the  Anti- Japanese  Association,  refuse  to  transport  our 
goods,  and  the  dockers  in  the  service  of  Japanese  firms  have  also  been 
obliged  to  submit  to  these  measures  of  intimidation  since  October  5th. 
Since  the  6th,  it  has  been  impossible  to  handle  any  goods.  Products  are 
accumulating  in  the  factories,  many  of  which  will  be  obliged  to  close. 
Japanese  residents  have  the  greatest  difficulty  in  obtaining  ordinary 
commodities  (rice,  coal,  milk,  newspapers,  &c.).  The  Anti- Japanese 
Association  has  inflicted  fines  of  several  thousand  taels  on  Chinese 
traders  who  have  sold  Japanese  goods,  these  goods  have  been  seized, 
delinquents  have  been  photographed  wearing  special  clothes  of  ‘traitors’ 
and  these  photographs  have  been  inserted  in  the  newspapers.  On 
October  7th,  rolls  of  newsprint,  belonging  to  a  Japanese  firm,  were 
seized  in  the  open  street;  some  hundred  Japanese  newspapers  sold  by 
Chinese  were  destroyed ;  a  Japanese  toyshop  in  the  Chinese  town  was 
completely  plundered.  Our  nationals  are  daily  insulted,  and  stones  are 
thrown  at  them.  For  example,  on  October  4th,  two  women  superinten¬ 
dents  of  a  spinning-mill  were  beaten  and  severely  injured  in  the  street.1 

On  that  very  day,  however,  the  1 1th  October,  it  was  the  Japanese 
and  not  the  Chinese  at  Shanghai  who  were  taking  the  offensive.  On 
that  day,  in  the  International  Settlement,  a  crowd  of  2,000  Japanese 
residents  marched  along  North  Szechuan  Road,  tearing  down  anti- 
Japanese  posters  and  breaking  the  windows  of  any  Chinese  shops  in 
which  such  posters  were  displayed. 

On  the  22nd  October  another  proclamation,  forbidding  ‘unlawful 
anti -Japanese  actions’,  was  issued  from  Nanking;  but  once  more 
in  vain. 

On  the  17th  October,  the  Japanese  Government  reported2  that, 

1  Op.  cit.,  p.  2503.  2  Op.  cit.,  p.  2512. 
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since  the  14th,  the  Japanese  colony  at  Shanghai  (numbering  about 
30,000  souls)  had  been  obliged  to  organize  a  system  of  direct  victual¬ 
ling,  and  that  the  anti- Japanese  associations  were  not  only  preventing 
Japanese  goods  from  being  bought  or  sold  but  were  forbidding 
Chinese  factories  to  use  Japanese  raw  materials  or  goods.  On  the 
13th  November,  the  Japanese  Government  gave  the  following  ex¬ 
amples  of  the  operation  of  the  boycott : 

The  examination  and  seizure  of  Japanese  goods  by  the  Anti- Japanese 
Association  of  Shanghai  is  being  continued.  Certain  inspectors  are 
creating  difficulties  of  all  sorts  in  regard  to  the  sale  of  foreign  goods 
resembling  Japanese  goods. 

Among  the  new  cases  which  are  reported,  we  mention  the  following: 

(a)  On  October  16th,  thirty  bales  of  cotton  piece-goods  coming  from 
the  firm  of  Ito  Chu  would  have  been  forcibly  removed  if  these  goods 
had  not  been  rescued  by  the  intervention  of  the  police  of  the  Inter¬ 
national  Concession  and  Japanese  sailors. 

(b)  On  October  19th,  a  consignment  of  360  thermos  flasks,  and  on 
October  27th,  115  milk  bottles  belonging  to  a  glass  merchant  were 
seized,  and  on  October  23rd,  80,000  pictures  in  colours  were  removed 
from  the  Kaishin  Printing  Works. 

(c)  15,000  fire-proof  bricks  (value  $4,500),  loaded  on  five  barges 
belonging  to  Messrs.  Aria,  were  seized.  Most  of  these  goods  were 
recovered  on  the  arrival  of  sailors  from  a  Japanese  warship.1 

Two  hundred  and  fifty  ‘acts  of  violence  and  persecution’,  alleged  to 
have  been  committed  against  Japanese  by  Chinese  at  Shanghai 
between  the  18th  September  and  the  18th  November,  were  reported 
at  the  beginning  of  December  by  the  Japanese  Consul-General. 

The  anti-Japanese  activities  in  intra-mural  China,  up  to  date, 
were  summed  up  as  follows  in  a  communication  from  the  Japanese 
delegation  at  Geneva  to  the  Secretariat  of  the  League  of  Nations  on 
the  18th  October,  1931: 

The  following  is  a  brief  summary  of  the  incidents  in  the  anti-Japanese 
agitation  and  their  results : 

1.  The  Press  campaign  is  extremely  violent,  and  the  newspapers  are 
doing  everything  they  can  to  arouse  public  opinion  against  Japan. 

2.  Formation  of  National  Anti-Japanese  Associations.  Associations 
wTere  formed  at  Nanking,  Shanghai,  Hankow'  and  elsewhere  as  early  as 
September  21st.  They  have  passed  resolutions  advocating  the  breaking- 
off  of  relations  with  Japan.  Large-scale  demonstrations  have  been 
organized  in  all  the  cities,  under  the  direction  or  with  the  assistance  of 
tjhe  Nationalist  Party.  The  resolutions  in  question  are  ten  in  number : 

I'l)  Not  to  buy  Japanese  goods; 

(-T  Not  to  use  Japanese  goods; 

(3)  Nfot  to  carry  Japanese  goods ; 

(4)  use  Japanese  money ; 


1  Op.  cit.,  p.  2574. 
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(5)  Not  to  travel  on  Japanese  ships ; 

(6)  Not  to  have  any  personal  relations  with  Japanese ; 

(7)  Not  to  work  for  Japanese  ; 

(8)  Not  to  make  deposits  in  Japanese  banks ; 

(9)  Not  to  supply  Japanese  with  food ; 

(10)  Not  to  go  to  Japan  either  on  business  or  for  purposes  of  study. 

An  association  has  been  formed  to  supervise  the  execution  of  these 
resolutions,  and  offices  have  been  organized  for  the  seizure  of  Japanese 
goods.  Between  October  1st  and  10th,  the  six  offices  organized  in  the 
provinces  carried  out  170  seizures. 

The  Shanghai  Anti-Japanese  Association  has  caused  several  dozen 
Chinese  merchants  who  broke  the  rules  it  laid  down  to  be  arrested  and 
imprisoned.  Most  of  them  have  been  released  on  payment  of  fines 
amounting  to  several  thousand  dollars.  Ten  are  still  in  prison  and  three 
have  been  condemned  to  death.  (Report  from  the  authorities  of  the 
international  concession.) 

3.  Breaking-off  of  Economic  Relations  with  Japan.  The  following  are 
among  the  steps  taken  at  the  instigation  of  the  anti-Japanese  associa¬ 
tions  : 

(a)  Resignation  of  all  agents  and  employees  of  Japanese  firms ; 

(b)  Discontinuance  of  all  monetary  transactions  with  Japanese  or  in 
Japanese  goods ; 

(c)  Prohibition  to  coolies  to  unload  Japanese  vessels  (this  rule  is 
enforced  by  the  Chinese  police) ; 

(d)  Prohibition  to  Chinese  pilots  to  pilot  Japanese  vessels ; 

(e)  Censorship  of  Japanese  letters  and  telegrams  (including  even  the 
official  papers  of  the  consulates  at  Chengchow  and  Nanking) ; 

(/)  Discontinuance  of  the  Japanese  printed  matter  service ; 

(g)  Refusal  to  receive  letters  for  Japanese  or  deliver  letters  to  them 
(Shanghai) ; 

(h)  Interruption  of  the  telephone  service ;  interference  with  the  tele¬ 
graph  service.  At  Yunnan  and  Wuhu,  consulate  letters  and  telegrams 
have  been  intercepted. 

4.  Maltreatment  of  Japanese.  Japanese,  especially  women  and  chil¬ 
dren,  are  being  insulted  and  maltreated  in  the  streets  (see  previous  com¬ 
munication),  where  posters  calling  on  the  people  to  massacre  the 
Japanese  have  been  put  up.  At  Chinkiang,  anti-Japanese  posters  have 
been  put  up  by  soldiers. 

This  is  a  form  of  terrorism  which,  although  every  effort  is  made  to 
avoid  any  overt  acts  which  might  lead  to  foreign  intervention,  is  never¬ 
theless  a  direct  threat  to  the  persons  and  property  of  Japanese  nationals  ; 
it  completely  prevents  any  legitimate  peaceful  activities,  and  in  extreme 
cases  it  even  makes  the  Japanese  unable  to  obtain  food.  In  consequence 
of  this  agitation,  Japanese  consulates  and  Japanese  nationals  have  been 
evacuated  from  the  following  places : 

(a)  Consulate  withdrawn  and  all  residents  evacuated :  Chengchow,  8 ; 
Yunnan,  20 ;  Chengtu,  9 ;  Chihfeng,  20. 

( b )  Cities  evacuated  by  a  large  proportion  of  the  Japanese  residents, 
especially  women  and  children:  Nanking  (including  civil  and  military 
advisers  to  the  Government),  100  ;  Hangchow,  11 ;  Soochow,  10 ;  Wuhu, 
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36;  Wenchow,  14;  Kiukang,  40;  Shasi,  7 ;  Ichang,  17 ;  Chungking,  55; 
Changsha,  all  residents  have  taken  refuge  on  an  island. 

(c)  Many  residents  in  other  cities  on  the  Yangtse,  in  South  China 
(Fuchow,  Amoy,  Swatow,  &c.)  and  in  towns  in  Northern  Manchuria, 
have  been  evacuated  (a  large  number  of  Japanese  nationals  have  been 
massacred  in  Manchuria). 

5.  Other  Anti-Japanese  Demonstrations. 

(a)  Warehouses  belonging  to  Japanese  companies  have  several  times 
been  attacked  and  many  goods  looted. 

(b)  Japanese  goods  belonging  to  Chinese,  valued  at  from  $3,000  to 
$10,000,  have  been  seized  on  many  occasions. 

(c)  Not  only  the  employees  of  Japanese  firms,  but  also  the  Chinese 
members  of  the  Shanghai  Scientific  Research  Institute  have  been 
forced  to  resign  their  posts. 

Other  remarkable  demonstrations  have  taken  place,  including  the 
following : 

(а)  An  effigy  of  the  Emperor  of  Japan  has  been  exhibited  head  dow  n¬ 
wards  in  the  street,  together  with  an  executioner’s  knife. 

(б)  Chinese  offending  against  the  resolutions  of  the  anti- Japanese 
associations  are  dressed  up  in  the  costumes  of  ‘traitors  to  the  country’, 
and  their  photographs  in  this  disguise  are  published  in  the  newspapers. 

(c)  The  head  of  the  First  Local  Section  of  the  Nationalist  Party  at 
Shanghai  has  called  a  meeting  of  school-teachers  and  asked  them  to 
punish  any  children  who  may  buy  Japanese  goods,  the  punishment  to  be 
inflicted  on  the  parents  of  children  under  12  years  of  age  and  on  the 
children  themselves  if  over  12.  Japanese  products,  it  is  stated,  are  being 
shown  in  the  class-rooms,  so  that  the  children  can  recognize  them.1 

In  a  telegraphic  despatch  sent  from  Tokyo  on  the  17th  December, 
the  correspondent  of  The  Times  reported  that,  since  the  18th  Septem¬ 
ber,  Japan  had  lost  60  per  cent,  of  her  export  trade  to  China  through 
the  boycott  and  through  the  disturbances  in  Manchuria.  The  net  loss 
of  sales,  during  the  three  months  which  had  elapsed  since  the  Japanese 
coup  of  the  18th-19th  September,  was  estimated  at  something  be¬ 
tween  $15,000,000  and  $17,500,000,  while  the  value  of  goods  confis¬ 
cated,  together  with  incidental  losses  through  cancellations  of  con¬ 
tracts  and  refusals  to  settle  outstanding  accounts,  was  reckoned  at 
a  further  $8,500,000.  Even  in  Hongkong — a  British  territory  in 
which  the  anti- Japanese  boycott  was  not  countenanced  by  the  local 
authorities — Japanese  trade  during  the  three  months  September, 
October  and  November  1931  was  reported  to  have  amounted  to  no 
more  than  67,000,000  Yen  as  against  a  figure  of  160,000,000  Yen 
for  the  corresponding  period  of  the  preceding  year  1930. 

It  will  be  seen  that  the  anti- Japanese  activities  in  intra-mural 
China  during  the  last  three  months  of  the  year  1931  ranged  through 
all  the  degrees  between  vexatious  pin-pricks  and  grievous  blows. 

1  League  of  Nations  Official  Journal,  December  1931,  pp.  2510-11. 
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In  the  aggregate,  these  activities  were  evidently  effective  for  their 
purpose ;  and  their  efficacy  would  not  be  underrated  by  British 
observers  who  remembered  the  effects  of  the  anti-British  activities 
in  China  in  the  years  1925-7  and  who  bore  in  mind  the  fact  that  the 
China  trade  was  a  still  more  important  item  in  the  foreign  trade  of 
Japan  than  in  that  of  the  United  Kingdom.1  At  the  same  time,  any 
British  observer  would  also  be  apt  to  reflect  that  the  provocation 
given  to  the  Chinese  by  the  British  in  1925 — in  the  Shanghai  and 
Shameen  ‘shooting  incidents'2 — was  in  no  way  comparable  to  the 
provocation  which  was  being  given  in  1931  by  the  Japanese  in  their 
forcible  military  occupation  of  *  the  Three  Eastern  Provinces  ’  of  the 
Chinese  Republic  in  Manchuria. 


1  British  Trade  with  China 
(Excluding  Hongkong  and  Kwantung) 
(In  thousands  of  pounds)0 


Year 

Exports 
to  China 

Percentage  of 
total  Exports 

Imports 
from  China 

Percentage  of 
total  Imports 

1928 

15,724 

2-2 

8,767 

0-8 

1929 

14,145 

1-7 

12,156 

10 

1930 

8,659 

1-3 

9,889 

0-9 

British  Trade  with  Hongkongb 
(In  thousands  of  pounds) 


Year 

Exports  to 
Hongkong 

Percentage  of 
total  Exports 

Imports  from 
Hongkong 

Percentage  of 
total  Imports 

1928 

5,472 

0-6 

481 

0-04 

1929 

6,162 

0-7 

488 

0-04 

1930 

4,354 

0-7 

422 

0-04 

Japanese  Trade  with  China 
(including  Kwantung) 
(in  millions  of  Yen)° 


Year 

Exports 
to  China 

Percentage  of 
total  Exports 

Imports  from 
China 

Percentage  of 
total  Imports 

1928 

483 

23-5 

385 

17-5 

1929 

471 

21-9 

376 

17 

1930" 

347 

22-6 

282 

18-3 

a  From  League  of  Nations:  Memorandum  on  International  Trade  (1927-29), 
vol.  iii  (1930.  ii.  54Hi),  and  Memorandum  on  International  Trade  1930,  vol.  iii 
(1931.  HA.  28iil). 

b  From  The  Statesman's  Year-Book,  1932. 
c  1930  figures  provisional. 

2  See  the  Survey  for  1925,  vol.  ii,  Part  III,  section  (xi). 
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A  British  observer  might  further  contrast  the  British  method  of 
responding  to  Chinese  hostility  in  1926-7  with  the  Japanese  method 
of  1932.  In  1926-7  the  British  Government  had  pursued  in  China 
a  dual  policy  of  conciliation  and  precaution.  The  conciliatory  policy 
had  been  unfolded  in  the  statement  of  the  18th  December,  1926,  in 
the  Treaty  Modification  Proposals  of  the  27th-28th  January,  1927, 1 
and  in  the  rendition  of  the  British  Concessions  at  Hankow  and  at 
Kiukiang.2  The  accompanying  precaution  had  been  the  dispatch  of 
a  British  Defence  Force  to  the  International  Settlement  at  Shanghai.3 
This  dual  British  policy  had  been  strikingly  successful  in  achieving 
the  British  object  of  mitigating  Chinese  hostility  and  reviving  the 
British  China  trade.  In  1931-2,  the  Japanese  object  in  intra-mural 
China  was  the  same ;  yet  the  Japanese  Government — or,  rather,  the 
Japanese  navy — elected  not  to  follow  the  British  precedent  but  to 
reply  to  the  Chinese  boycott  by  the  use  of  armed  force.  The  Japanese 
forces  which  were  gradually  accumulated  at  Shanghai  in  and  after 
October  1931  were  not  held  in  reserve  (as  the  British  Defence  Force 
had  been  held  in  192 7), 4  but  were  thrown  into  action,  on  the  28th 
January,  1932,  in  an  offensive  in  which — for  the  first  time  in  the 
history  of  the  Treaty  Port  of  Shanghai — the  International  Settlement 
was  employed  by  a  foreign  force  stationed  there  as  a  base  of  operations 
for  an  attack  upon  the  adjacent  Chinese-administered  territory.  The 
history  of  these  Japanese  naval  and  military  operations  at  Shanghai 
will  be  recorded  in  the  Survey  for  1932.  But  in  this  place  it  may  be 
noted,  by  anticipation,  that,  at  the  time  of  wrriting,  the  ‘methods  of 
barbarism’  to  which  the  Japanese  resorted  in  1932  at  Chapei  differed 
from  British  methods  not  only  in  their  character  but  also  in  their 
result.  The  Japanese  methods  were  as  ineffective  for  reviving  Japan’s 
China  trade  as  they  were  inhumane  in  respect  of  the  sufferings  and 
losses  which  they  inflicted  on  innocent  and  helpless  civilians ;  and  it 
may  be  presumed  that,  in  the  Japanese  as  in  the  British  case,  the 
methods  employed  and  the  results  obtained  stood  in  some  causal 
relation  to  one  another. 

4.  The  Diplomatic  Repercussions:  18th  September — 10th  December, 

1931 

Introductory. 

The  Japanese  military  offensive  which  opened  in  Manchuria  on  the 
18th-19th  September,  1931,  not  only  produced  those  regional  effects 

1  See  the  Survey  for  1926,  Part  III,  section  (xii)  ( c ). 

2  Op.  cit..  Part  III,  section  (xii)  ( e ).  3  Op.  cit.,  Part  III,  section  (xii)  (/). 

4  See  the  Survey  for  1927,  Part  III,  section  (iii)  (b);  the  Survey  for  1929, 

p.  324?i. 
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— military,  political  and  economic — in  the  Far  East  which  have  been 
recorded  above  but  also  gave  rise  to  world-wide  diplomatic  activities. 

These  activities  were  of  two  kinds.  On  the  one  hand,  there  were 
individual  demarches  on  the  part  of  the  Chinese  and  the  Japanese 
Governments  themselves,  and  joint  and  individual  demarches  on  the 
part  of  neutral  Governments,  acting  through  the  traditional  channels 
of  diplomatic  intercourse  between  one  Government  and  another  as 
parties  directly  interested  in  the  Far  Eastern  crisis.  On  the  other 
hand,  there  were  proceedings  taken  by  Governments  collectively,  in 
the  public  interest,  in  virtue  of  certain  international  diplomatic 
instruments:  notably  the  Multilateral  Pact  of  Paris  (‘the  Kellogg 
Pact’),  the  Covenant  of  the  League  of  Nations,  and  the  Treaty  ‘relat¬ 
ing  to  principles  and  policies  to  be  followed  in  matters  concerning 
China’  which  had  been  signed  at  Washington  on  the  6th  February, 
1922. 1 

These  instruments  differed  from  one  another  not  only  in  their  pro¬ 
visions  but  in  the  numbers  of  the  states  adhering  to  them.  The  Multi¬ 
lateral  Pact  of  Paris  for  the  Renunciation  of  War  as  an  Instrument  of 
National  Policy  was  binding,  in  1931,  upon  no  less  than  fifty-six  out 
of  sixty-four  fully  self-governing  states  in  existence  at  the  time,2 
including  both  the  U.S.  and  the  U.S.S.R.  The  Covenant  was  binding 
upon  the  fifty-five  states  which  were  at  this  time  members  of  the 
League  of  Nations.  The  treaty  of  1922  relating  to  China  was  binding 
upon  only  nine  states ;  but  these  nine  included  four  of  the  neutral 
Great  Powers — the  British  Empire,  France,  Italy,  and  the  United 
States — as  well  as  Japan  and  China.  It  may  be  noted  that  Japan  and 
China  were  both  of  them  bound  by  all  three  instruments  alike. 

The  diplomatic  activities  which  were  set  in  motion  by  Japanese 
military  action  were  conducted  along  all  these  various  channels 
simultaneously,  and  the  several  channels  did  not  run  in  strictly 
separate  courses.  They  were  perpetually  converging  and  diverging, 
uniting  and  separating  ;  and  on  this  account  it  seems  preferable  to  deal 
with  all  these  diplomatic  proceedings  in  a  single  narrative  rather  than 
to  sort  them  out  under  separate  heads.  A  unitary  narrative  will  give 
a  more  faithful,  though  no  doubt  a  more  complex,  picture  of  the 
actual  process  of  events,  since  co-operation,  not  individualism,  was 
the  keynote  of  the  proceedings  as  a  whole. 

A  feature  which  was  prominent  throughout  was  the  mutual 

1  See  the  Survey  for  1920-3,  p.  477. 

2  The  eight  states  which  had  not  adhered  to  the  Pact  were  Argentina, 
Bolivia,  Brazil,  Ecuador,  Najd-Hijaz,  Salvador,  Uruguay,  Yaman.  The  Pact 
was  also  binding  on  two  other  states — Egypt  and  Iceland — which  were  not 
‘fully  self-governing’  in  1931. 
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determination  of  the  Council  of  the  League  of  Nations  and  the 
Government  of  the  United  States  to  work  together.  On  the  side  of 
the  League  of  Nations,  of  course,  this  was  no  new  phenomenon.  The 
desire  of  all  the  States  Members  of  the  League  to  secure  the  collabora¬ 
tion  of  the  United  States  in  the  League’s  work  had  been  frequently 
manifested  ever  since  the  expectation  that  the  United  States  would 
become  an  original  member  had  been  disappointed  by  the  action  of 
the  Senate  at  Washington  in  refusing  to  ratify  the  Peace  Treaty  of 
Versailles.1  The  new  phenomenon  was  the  attitude  of  the  United 
States,  which  was  now  displaying,  on  its  own  part,  no  less  strong 
a  desire  for  collaboration  than  the  States  Members  of  the  League 
themselves.  The  possibility  of  collaboration  between  the  League  and 
the  United  States,  which  had  been  proved  feasible  on  the  occasion  of 
the  dispute  between  Bolivia  and  Paraguay  at  the  turn  of  the  years 
1 928-9, 2was  definitely  confirmed  on  the  occasion  of  the  dispute  between 
China  and  Japan  in  1931 ;  and  the  evident  sincerity  and  harmonious¬ 
ness  of  the  co-operation  which  was  now  achieved  might  perhaps  be 
accepted,  on  a  long  view,  as  some  consolation  for  the  comparative 
barrenness  of  the  practical  results. 

The  policy  of  the  Council  of  the  League  of  Nations — with  which  the 
policy  of  the  State  Department  at  Washington  was  not  at  variance — 
was  to  maintain  a  clear  distinction  between  the  three  procedures 
prescribed  in,  or  deducible  from,  the  articles  of  the  Covenant  for  the 
three  separate  purposes  of  stopping  hostilities  when  there  had  been 
a  breach  of  the  peace,  securing  a  settlement  of  the  underlying  dispute 
over  rights  or  interests  out  of  which  the  breach  of  the  peace  had 
arisen,  and  applying  sanctions  against  a  party  which  had  committed 
an  act  of  aggression  against  the  territorial  integrity  and  existing 
political  independence  of  another  member  of  the  League  (Art.  10)  or 
had  resorted  to  war  in  disregard  of  its  covenants  under  Articles  12, 
13  or  15  (Art.  16).3  The  tactics  which  the  Council  had  worked  out  in 
dealing  with  previous  disputes  of  the  same  type  as  the  Sino-Japanese 
dispute  of  1931  (e.g.  the  Bolivian-Paraguayan  dispute  of  1928-9  and 
the  Graeco-Bulgarian  dispute  of  1925)  were  to  concentrate  its  efforts 
in  the  first  instance  on  the  task  of  stopping  hostilities,  and  to  refrain, 
until  this  had  been  accomplished,  from  dealing  with  the  substance  of 
the  underlying  dispute,  while  holding  the  positive  sanctions  of  the 
Covenant  in  reserve  and  seeking  to  achieve  the  stoppage  of  hostilities 

1  See  tlie  History  of  the  Peace  C onference  of  Paris,  vol.  vi,  Chapter  v. 

2  See  the  Survey  for  1930,  Part  V,  section  (vii). 

3  On  this  point  see  Quincy  Wright,  in  The  American  Political  Science  Eeview, 
vol.  xxvi,  No.  1,  February  1932,  pp.  52-4.  The  article  on  ‘The  Manchurian 
Crisis’,  in  which  this  passage  occurs,  is  a  masterly  exposition  of  the  subject. 
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without  allowing  the  question  of  sanctions  to  come  into  the  fore¬ 
ground.  In  taking  up  the  Sino- Japanese  dispute  of  1931,  the  Council 
pursued  these  tactics — particularly  in  the  matter  of  keeping  the 
sanctions  of  the  Covenant  in  abeyance — with  special  assiduity,  in  as 
much  as  on  this  occasion  the  Council  was  confronted  for  the  first  time 
in  its  life  (with  the  single  exception  of  the  Corfu  Incident  of  1923)1 
with  the  duty  of  imposing  restraint  upon  a  Great  Power  in  a  trucu¬ 
lent  mood. 

In  these  tactics,  the  Council  was  assisted  by  the  studiously  ‘  correct  ’ 
conduct  of  the  Chinese  Government.  To  begin  with,  China  appealed 
to  the  League  of  Nations  under  Article  1 1  of  the  Covenant,  which  not 
only  did  not  bring  the  sanctions  of  the  Covenant  into  play  but  did  not 
admit  of  any  action  at  all  by  the  Council  except  on  a  unanimous  vote 
including  the  voices  of  the  disputants.  The  Chinese  Government  did 
not  change  the  venue  of  their  appeal  from  Article  11  to  Article  15 — 
an  article  under  which  the  sanctions  of  the  Covenant  might  come  into 
play  in  certain  circumstances — until  all  possibilities  of  achieving  a 
stoppage  of  hostilities  under  Article  1 1  had  been  tried  by  the  Council 
and  exhausted.2  Indeed,  at  every  step  in  the  proceedings,  the  Chinese 
Government  behaved  with  exemplary  ‘  correctness  ’ ;  and  they 
invariably  carried  out.  within  the  limits  of  their  power,  all  neutral 
suggestions  for  the  fulfilment  of  China’s  obligations  under  the  League 
Covenant  or  the  Kellogg  Pact  which  were  made  by  the  League  Council 
or  by  individual  neutral  Governments. 

The  Chinese  Government’s  beau  role  was  resented  by  the  Japanese 
Government,  which  let  pass  no  opportunity  of  insinuating  that  their 
opponent’s  ‘correct  attitude’  was  practically  ineffective,  if  not 
deliberately  insincere.  In  the  Japanese  view,  the  Chinese  Govern¬ 
ment’s  behaviour  was  no  evidence  of  virtue  but  merely  the  adroit 
exploitation  of  a  fortuitous  advantage.  On  this  view,  the  Chinese 
Government  had  nothing  to  lose  and  everything  to  gain  in  accommo¬ 
dating  their  behaviour  to  the  desires  of  the  neutral  Powers,  and  this 
for  two  distinct  reasons.  In  the  first  place,  China  was  no  match  for  her 
adversary  Japan  in  single  combat,  so  that  she  had  no  hope  of  seeing 
her  desires  realized  except  through  the  intervention  of  other  parties. 
And  in  the  second  place  the  Chinese  Government  were  not  master  in 
their  own  house,  so  that  they  could  give  any  number  of  verbal  under¬ 
takings  lightheartedly  in  the  inward  assurance  of  their  practical 
inability  to  perform  them.  In  so  far  as  the  Japanese  Government 

1  See  the  Survey  for  1920-3,  pp.  348-56. 

2  China’s  appeal  under  Article  15,  which  was  made  on  the  29th  January, 
1932,  will  be  dealt  with  in  the  Survey  for  1932. 
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overtly  took  this  line  in  regard  to  the  Chinese  Government,  they  laid 
themselves  open  to  the  retort  that  they  were  not  master  in  their  own 
house  either.  And  indeed  in  the  course  of  the  diplomatic  proceedings 
it  happened  again  and  again  that  undertakings  given  by  the  Japanese 
Civil  Government  at  Tokyo — either  on  the  spot  or  through  the  agency 
of  their  Ambassadors  in  foreign  capitals  or  of  their  delegate  at  Geneva 
— were  ignored  and  violated  by  the  Japanese  army  and  navy  in  the 
Far  Eastern  theatre  of  hostilities.  In  these  conflicts  between  the  three 
heads  of  the  Japanese  Constitutional  Chimaera,1  there  appears  to 
have  been  only  one  occasion  on  which  the  Japanese  Civil  Government 
succeeded  in  making  their  will  prevail — namely,  when  they  secured 
the  return  to  Mukden  of  the  Japanese  force  which  set  out  to  occupy 
Chinchow  on  the  27th  November,  1931. 2  On  every  other  occasion  of 
the  kind,  the  Japanese  army  and  navy  appear  to  have  had  their  way 
— with  the  result  that  the  Japanese  Civil  Government  were  repeatedly 
reduced,  by  accomplished  military  and  naval  facts,  to  the  necessity 
of  revoking  their  promises  and  eating  their  own  words.  The  contrast 
between  the  peremptory  manner  and  the  humiliating  role  of  the 
Japanese  Civil  Government  and  their  representatives  abroad  was  one 
of  the  strangest  spectacles  in  the  whole  of  this  Sino- Japanese  drama. 

The  Japanese  Government’s  role  was  invidious  at  its  best,  even 
when  it  was  not  directly  dictated  by  Japanese  military  and  naval 
force  majeure.  For  Japan,  having  broken  the  peace  by  taking  a 
military  offensive,  and  having  accomplished  by  this  unlawful  means 
a  far-reaching  Japanese  occupation  of  territory  that  was  lawfully 
under  Chinese  administration,3  impenitently  took  her  stand  upon  two 
fundamental  conditions:  a  refusal  to  withdraw  her  troops  to  the 
limits  within  which  she  was  entitled  to  station  them  by  prescription 
(if  not  by  treaty)4  until  negotiations  on  the  substance  of  her  dispute 
with  China  had  taken  place  ;  and  an  insistence  that  these  negotiations 
should  not  only  be  antecedent  to  a  withdrawal  of  the  Japanese  troops 
but  should  be  conducted  between  the  two  parties  d  deux,  without  the 
intervention  of  neutral  Powers — either  individually  or  corporately  as 
members  of  the  League  and  parties  to  the  Kellogg  Pact.  These  two 
fundamental  conditions  of  Japanese  policy  were  not  always  ostenta¬ 
tiously  obtruded.  There  was  no  mention  of  them,  for  example,  in  the 

1  The  mythical  chimaera  was  ‘lion  in  front  and  snake  behind  and  goat 
amidships’.  In  the  Japanese  analogue  of  this  monster,  the  lion-part  may  be 
identified  as  the  Japanese  army  and  the  serpent-part  as  the  Japanese  navy — 
leaving  the  goat-part  for  the  Japanese  Civil  Government’s  emblem. 

2  See  p.  455.  above.  3  See  p.  431  above. 

4  Japan  claimed,  of  course,  that  her  title  rested  on  treaty  rights.  (See  above, 

section  (iii)  ( b )  (2),  p.  431,  footnote.) 
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League  Council’s  resolution  of  the  30th  September,  1931,1  to  which 
the  Japanese  delegate  subscribed.  Invariably,  however,  the  two 
conditions  emerged  whenever  the  question  of  the  withdrawal  of  the 
Japanese  troops  was  translated  from  a  pious  aspiration  into  a  practi¬ 
cal  step  to  be  taken  before  some  specific  date. 

The  Chinese  Government  steadily  refused  to  discuss  the  substance 
of  their  dispute  with  the  Japanese  Government  before  the  withdrawal 
of  the  Japanese  troops  had  taken  place ;  and  in  this  attitude  the 
Chinese  had  the  support  of  the  Council  of  the  League — in  accordance 
with  whose  established  principles  they  were  acting.  During  the  period 
under  review,  however,  neither  China  nor  the  League  Council  nor  the 
United  States  Government  succeeded  in  securing  the  Japanese  troops’ 
withdrawal,  or  even  in  obtaining  the  agreement  of  Japan  to  a  date 
on  which  the  withdrawal  should  take  place  or  to  a  specific  set  of 
conditions  on  which  an  undated  undertaking  to  withdraw  should 
automatically  become  operative.  More  than  that,  the  League  Council 
resigned  itself,  with  the  Chinese  Government’s  assent,  to  departing 
from  its  established  principles  to  the  extent  of  sending  a  commission 
of  inquiry  to  the  Far  East2  in  spite  of  the  fact  that  the  Council’s 
primary  task  of  stopping  hostilities  still  remained  unaccomplished. 
The  dispatch  of  this  commission  was  declared  to  be  ‘without  preju¬ 
dice  ’  and  not  to  constitute  a  precedent ;  but  these  very  caveats 
indicated  an  uneasy  consciousness,  on  the  Council’s  part,  that  ‘  the 
special  circumstances  of  the  case’  had  compelled  it,  on  a  point  of 
principle,  to  make  a  dubious  concession.  Though  ‘the  special  circum¬ 
stances  ’  were  not  actually  specified  in  the  Council’s  resolution  of  the 
10th  December,  1931,  in  which  the  dispatch  of  the  Commission  was 
provided  for,  it  was  quite  evident  what  these  circumstances  were. 
They  wrere  the  immovable  intransigence  of  Japan  and  her  formidable 
military  and  naval  power. 

Thus,  in  the  first  phase  of  the  Sino -Japanese  conflict  which  began 
on  the  18th  September,  1931,  Japan  found  herself  able,  with  at  least 
temporary  impunity,  to  break  her  engagements  under  the  Covenant 
of  the  League  of  Nations  and  the  Kellogg  Pact  and  the  Washington 
Nine-Power  Treaty ;  and,  as  a  consequence  of  the  Japanese  coup,  ‘the 
collective  system  ’  of  security  which  had  been  built  up  since  the  end 
of  the  War  of  1914-18,  with  the  Covenant  and  the  Pact  as  its  twin 
foundations,  was  severely  shaken.  It  was  shaken  because  the  efficacy 
of  the  system  depended  in  the  last  resort  upon  public  confidence  in 
its  capacity  for  working  in  emergencies ;  and  it  had  been  recognized 
that  this  capacity  had  not  been  adequately  tested  by  the  Bolivian- 
1  See  p.  486  below.  2  See  p.  501  below. 
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Paraguayan  conflict  of  1928-9  or  by  the  Graeco-Bulgarian  conflict 
of  1925.  Admittedly  ‘the  acid  test’  of  the  system  would  be  its 
response  to  a  challenge  from  one  of  the  Great  Powers;  and  when 
Japan  ‘ran  amok’  in  1931  it  was  evident  that  this  ‘acid  test’  had 
come. 

The  ineffectual  response  of  ‘the  collective  system’  to  the  Japanese 
challenge  during  the  next  few  months  produced  world-wide  dis¬ 
couragement  among  all  who  had  the  success  of  ‘  the  collective  system  ’ 
at  heart,  because  it  was  felt  that  ‘the  acid  test’  could  hardly  have 
been  applied  under  more  favourable  conditions  than  those  in  which 
it  had  actually  come  to  pass.  In  the  actual  circumstances,  the  recal¬ 
citrant  Great  Power  had  manifestly  broken  the  public  law  of  the 
world  and  violated  its  own  solemn  pledges  in  respect  of  three  diplo¬ 
matic  instruments  of  first-class  importance ;  this  lawless  action  was 
strongly  and  widely  condemned,  all  over  the  world  by  public 
opinion ;  and  the  dictates  of  human  morality,  as  declared  in  the 
consciences  of  men  and  women,  happened  in  this  instance,  by  a  stroke 
of  fortune,  to  be  coincident  with  the  impersonal  and  non-moral 
interests  of  the  neutral  Governments.  Through  the  accident  that  ‘the 
acid  test  ’  of  ‘  the  collective  system  ’  had  been  presented  by  a  conflict 
which  was  located  in  the  Far  East  and  not  in  Europe,  it  happened  that 
the  two  Great  Powers  which  were  non-members  of  the  League  of 
Nations— that  is,  the  U.S.  and  the  U.S.S.R. — were  vitally  interested, 
in  this  instance,  in  the  preservation  of  the  peace  and  in  the  main¬ 
tenance  of  international  law  and  order.  And  thus  the  Council  of  the 
League  of  Nations,  in  handling  the  Sino-Japanese  conflict,  found 
itself  free,  from  the  outset,  from  a  grave  embarrassment  with  which 
it  would  have  had  to  reckon  in  dealing  with  a  recalcitrant  Great 
Power  in  Europe.  In  the  event  of  a  European  conflict,  both  the  U.S. 
and  the  U.S.S.R.  might  have  shown  themselves  indifferent  or  even 
hostile.  In  the  actual  circumstances,  the  United  States  Government 
were  overtly,  and  the  Soviet  Government  tacitly,  in  sympathy  with 
the  League  Council’s  efforts  to  call  Japan  to  order.  If,  even  under 
these  apparently  favourable  conditions,1  the  ‘collective  system’ 

1  In  condonation  of  the  weakness  which  was  displayed  by  ‘the  collective 
system’  on  this  occasion,  it  was  sometimes  argued  that  the  conditions  were 
distinctly  unfavourable  in  other  respects:  e.g.,  that  all  States  Members  of  the 
League  of  Nations  and  parties  to  the  Kellogg  Pact  were  paralysed  at  the  time 
by  the  world-wide  economic  depression  and  were  therefore  in  no  state  to  incur 
additional  risks  and  face  additional  losses  in  the  public  interest,  however  im¬ 
portant  that  interest  might  be.  It  was  also  pointed  out  that  the  facts  of  geo¬ 
graphy,  reinforced  by  the  provisions  of  the  Washington  Treaties,  had  made 
Japan  strategically  invulnerable  to  attack  by  other  Powers,  while  placing  at 
Japan’s  mercy  not  only  the  Manchurian  provinces  of  China,  and  all  the  mari- 
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failed  to  respond  successfully  to  its  ‘  acid  test  was  it  likely  to  succeed 
in  other  cases  when  the  conditions  would  presumably  be  more  adverse? 
And  if  Japan  was  able  to  defy  successfully  the  concerted  efforts  of 
the  League  and  the  United  States,  did  not  that  mean  that  any  Great 
Power,  on  any  occasion,  might  confidently  defy  the  world  by  breaking 

time  and  riverain  districts  of  intra-mural  China  that  were  accessible  to  war¬ 
ships,  but  also  the  American  possessions  in  the  Philippines  and  the  British 
colony  of  Hongkong  and  the  French  possessions  and  dependencies  in  Indo- 
China.  These  considerations,  however,  were  offset  by  others.  For  example,  the 
incidence  of  the  world-wide  depression  was  being  felt  nowhere  more  severely 
than  in  Japan  itself  (see  above  pp.  402-3);  so  that  the  difficulty  which  Japan 
would  have  found  in  facing  an  international  boycott  in  1931-2  was  probably 
at  least  proportionate  to  that  which  other  countries  would  have  found  in  im¬ 
posing  it.  It  may  be  added  that,  even  in  normal  times,  Japan  was  as  highly 
vulnerable  to  economic  coercion  as  she  was  invulnerable  to  military  or  naval 
coercion,  in  as  much  as  she  depended  for  her  livelihood  on  her  foreign  trade  to 
a  greater  extent,  perhaps,  than  any  other  country  in  the  world  at  the  time, 
with  the  exception  of  Great  Britain. 

It  will  be  seen  that  these  considerations  more  or  less  cancel  out  the  excuses 
for  international  inaction  which  have  been  mentioned  above.  On  the  other 
hand,  an  American  authority,  who  was  good  enough  to  read  this  passage  in 
draft,  comments,  apropos  of  the  American  and  the  Russian  factor,  as  follows: 

‘  I  should  be  a  little  less  emphatic  on  the  favourableness  of  this  crisis  for  the 
“acid  test”.  It  is  true  that  in  this  situation  the  U.S.  and  U.S.S.R.  were 
interested,  but  I  feel  that  this  may  have  made  the  situation  more  difficult  to 
deal  with  collectively  than  the  reverse,  because  these  two  states  were  not 
members  of  the  League,  which  alone  provides  efficient  machinery  for  im¬ 
mediately  mobilizing  world  opinion.  Thus,  situations  which  involve  the 
major  interests  only  of  League  Members,  as  for  instance  Corfu  in  1923,  seem 
more  favourable  tests  of  the  “collective  system”.  It  seems  to  me  that  the 
crux  of  the  collective  system  is  its  capacity  to  mobilize  world  opinion  before 
hostilities  have  really  got  under  way.  In  the  Far  Eastern  situation,  the  attitude 
of  the  U.S.,  and  even  more  that  of  Soviet  Russia,  was  not  clear  until  several 
weeks  after  the  18th  September,  and  by  then  the  Japanese  military  were  so 
deeply  committed  that  nothing  could  be  done.  If  Japan — both  Foreign 
Office  and  General  Staff — had  known  on  the  20th  September  that  all  of  the 
Powers  would  relentlessly  oppose  Japanese  military  operations  in  Manchuria, 
she  might  have  withdrawn ;  and  if  the  U.S.  and  U.S.S.R.  had  been  members 
of  the  League  Council,  it  might  have  been  possible  to  pass  a  resolution  with 
that  promptness.  I  think  Japan  hoped  that  United  States  opinion  would 
view  her  action  sympathetically  as  a  necessary  police  operation  in  the  Far 
Eastern  “Caribbean  ”  and  as  a  defence  of  Western  Capitalism  against  Russian 
and  Chinese  Bolshevism ;  and  she  also  hoped  to  play  the  League,  the  U.S. 
and  the  U.S.S.R.  against  each  other.  Such  a  hope,  so  inimical  to  the  opera¬ 
tion  of  the  collective  system,  could  hardly  be  entertained  by  a  Great  Power 
aggressor  anywhere  else  so  easily  as  in  regard  to  Manchuria.  Perhaps  I  may 
add  that  I  have  heard  Chicago  business  men  sympathize  with  Japan  on  just 
the  grounds  referred  to  above,  in  spite  of  the  fact  that  the  Department  of 
State,  supported,  I  think,  by  a  dominant  American  opinion,  took  an  opposite 
stand.’ 

On  the  whole  question  which  has  been  discussed  in  the  foregoing  footnote 
see  further  the  comments  of  the  neutral  observer — already  quoted  several 
times  above — which  are  printed  in  the  note  at  the  end  of  this  section. — A.  J.  T. 
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the  public  law  and  violating  its  own  pledges,  if  it  judged  it  to  be  in 
its  own  private  interest  so  to  do  ?  But  if  the  feat  of  ‘  belling  the  cat  ’ 
were  really  proved  to  be  beyond  human  powers,  then  the  very  con¬ 
cept  of  a  ‘  collective  system  ’  of  security  would  be  exposed  to  discredit 
as  the  pathetic  illusion  of  a  visionary  idealism. 

These  were  the  reflexions  suggested  by  the  diplomatic  proceedings 
over  the  Sino- Japanese  conflict  of  1931  ;x  and  the  fact  that  these 

1  This  aspect  of  the  Sino- Japanese  conflict  was  effectively  brought  into 
prominence  on  more  than  one  occasion  by  Chinese  diplomacy.  For  example, 
at  a  meeting  of  the  League  Council  on  the  13th  October,  1931,  the  Chinese 
delegate,  Mr.  Sze,  put  the  case  as  follows: 

‘China  has  .  .  .  offered  no  resistance,  withdrawn  her  troops  and  main¬ 
tained  an  attitude  of  dignified  calm.  She  has  done  so,  because  she  is  a  loyal 
Member  of  the  League  of  Nations  and  has  put  her  trust  in  the  League. 

‘The  Covenant  and  the  Pact  of  Paris  are  our  two  sheet-anchors,  to  which 
wTe  have  moored  our  ship  of  State  and  with  the  help  of  which  we  believe  we 
shall  ride  out  this  storm. 

‘Nevertheless,  the  Covenant  and  the  Pact  of  Paris  are  also  the  corner¬ 
stones  of  the  world-wide  edifice  of  peace  that  has  been  so  laboriously  erected 
in  the  twelve  years  since  the  world  war;  and,  if  they  crumble,  the  edifice 
collapses. 

‘For  is  it  likely  that  the  nations  who  had  witnessed  this  tragic  collapse  of 
the  Covenant  and  the  Pact  of  Paris  at  the  first  great  test,  with  all  its  dire 
consequences  throughout  the  East — is  it  likely  that  these  nations  would 
assemble  quietly  at  Geneva  in  February  to  disarm  ?  Would  they  not  rather 
draw  the  conclusion  that,  after  all,  each  State  must  rely  on  its  own  armed 
forces,  and  on  those  alone?  To  say  more  on  this  point  would  be  to  labour 
the  obvious — it  is  clear  that  if  the  Members  of  the  League  and  the  United 
States  of  America  cannot  co-operate  successfully  to  avert  this  threat  to 
peace,  one  of  the  first  results  wdll  be  the  collapse  of  the  disarmament  move¬ 
ment. 

‘With  the  idea  of  disarmament  goes  the  idea  of  international  security,  for 
the  two  are  indissolubly  linked.  If  we  fail  now,  when  America  offers  her  co¬ 
operation,  and  fail  in  February  with  disarmament,  what  chance  have  we  of 
working  out  some  form  of  permanent  association,  some  provision  for  con¬ 
ference  under  the  Pact  of  Paris  to  avert  threats  to  peace  ? 

‘Finally,  if  we  fail  in  these  things  and  the  world  is  thrown  back  on  sus¬ 
picious  nationalism,  hostile  alliances,  and  a  race  in  armaments,  if  the  East 
is  plunged  into  a  state  of  turmoil,  what  chance  have  we  of  securing  effective 
co-operation  in  connexion  with  the  financial  and  economic  crisis  that  bears 
heavily  upon  the  world  ?  That  crisis  widens  and  deepens  daily,  almost 
hourly,  and  we  are  aware,  all  of  us,  that  only  far-reaching  and  close  co¬ 
operation  between  the  civilized  nations  can  avert  disaster. 

‘However  remote  and  irrelevant  this  disturbance  in  the  Far  East  may 
seem  to  the  West,  engrossed  in  its  pressing  cares — and  it  is  natural  that  it 
should  so  seem — the  web  of  Fate  binds  us  all  together,  and,  unless  we  can 
co-operate  effectively  in  this  great  emergency,  we  shall  fail  in  disarmament, 
we  shall  fail  to  inspire  any  confidence  in  international  security  and  order, 
and  by  the  same  motion  we  shall  fail  to  grapple  with  the  world  economic  crisis.’ 

On  the  23rd  October,  again,  Mr.  Sze  said: 

‘Public  opinion  is  often,  unfortunately,  impatient  and  ill-informed,  and  I 
cannot  conceal  from  my  colleagues  here  my  fear  lest  public  opinion  may  be 
tempted  to  draw  the  conclusion  from  the  events  of  the  last  five  weeks  and 
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proceedings,  carrying  these  implications,  were  taking  place  on  the  eve 
of  the  assemblage  of  the  World  Disarmament  Conference1  made  this 
Far  Eastern  imbroglio  an  affair  of  historic  international  importance. 

From  the  18th  to  the  30th  September,  1931. 

At  the  moment  of  the  Japanese  army’s  coup  of  the  18th- 19th 
September,  1931,  in  Manchuria,  the  Council  of  the  League  of  Nations 
happened  to  be  holding  its  sixty-fifth  session  at  Geneva  ;  and  both  the 
parties  to  the  Far  Eastern  conflict  happened  to  be  represented  on  the 
Council  at  the  time :  Japan  as  a  permanent  member  and  China  as  one 
of  those  members  that  were  elected  for  temporary  periods  by  the 
Assembly.2 

The  delegates  of  China  and  Japan  on  the  Council — Mr.  Sze  and 
Mr.  Yoshizawa — both  made  brief  references  to  the  Manchurian  coup 
at  a  meeting  of  the  Council  on  the  19th  September,  immediately  after 
the  arrival  of  the  first  news  at  Geneva.3  On  the  21st,  Mr.  Sze,  under 
instructions  from  his  Government,  formally  seized  the  Council  of  the 
Sino- Japanese  conflict  by  appealing  to  the  Council  under  Article  11 
of  the  Covenant.  The  text  of  this  article,  which  it  may  be  convenient 
to  cite  at  this  point,  was  conceived  as  follows : 

1 .  Any  war  or  threat  of  war,  whether  immediately  affecting  any  of  the 
Members  of  the  League  or  not,  is  hereby  declared  a  matter  of  concern  to 
the  whole  League,  and  the  League  shall  take  any  action  that  may  be 
deemed  'wise  and  effectual  to  safeguard  the  peace  of  nations.  In  case 
any  such  emergency  should  arise  the  Secretary-General  shall  on  the 
request  of  any  Member  of  the  League  forthwith  summon  a  meeting  of 
the  Council. 

2.  It  is  aLso  declared  to  be  the  friendly  right  of  each  Member  of  the 
League  to  bring  to  the  attention  of  the  Assembly  or  of  the  Council  any 

the  position  reached  to-day  that,  if  the  joint  efforts  of  the  United  States  and 
Members  of  the  League  do  not,  after  five  weeks,  suffice  to  free  the  territory 
of  one  Member  of  the  League  and  signatory  of  the  Pact  of  Paris  from  an  un¬ 
lawful  invasion  by  the  army  of  a  second  Member  of  the  League  and  fellow- 
signatory  of  the  Pact  of  Paris,  there  may  be  some  hitherto  unsuspected  flaw 
in  the  machinery  of  peace,  or  lack  of  determination  on  the  part  of  the  civi¬ 
lized  nations  to  make  that  machinery  work  effectively.  I  need  not  point  out 
that,  if  such  a  suspicion  were  to  take  root,  it  would  have  consequences,  for 
the  prospects  of  disarmament  and  American  co-operation  with  the  League, 
that  we  should  all  deplore.’ 

The  Chinese  delegate’s  observations  on  this  point  were  virtually  endorsed 
by  Sefior  de  Madariaga  on  the  24th  October  ( League  of  Nations  Official  Journal, 
December  1931,  p.  2352),  by  the  President  of  the  Council  on  the  same  day 
(op.  cit.,  p.  2356),  and  by  Herr  von  Mutius  on  the  21st  November  (op.  cit., 
p.  2367).  1  See  pp.  160-1  above. 

2  For  the  constitution  of  the  League  Council  at  this  time,  see  the  Survey  for 
1926,  Part  I  A,  section  (i) ;  the  Survey  for  1928,  Part  I  B,  section  (ii). 

3  League  of  Nations  Official  Journal,  December  1931,  p.  2248. 
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circumstance  whatever  affecting  international  relations  which  threatens 
to  disturb  international  peace  or  the  good  understanding  between 
nations  upon  which  peace  depends. 

The  essential  passage  in  Mr.  Sze’s  appeal  of  the  21st  September,  1931, 
was  this: 

The  Republic  of  China,  a  Member  of  the  League  of  Nations,  asserts 
that  a  situation  has  arisen  which  calls  for  action  under  the  terms  of 
Article  11  of  the  Covenant.  I  am  therefore  instructed  by  my  Govern¬ 
ment  to  request  that,  in  pursuance  of  authority  given  to  it  by  Article  11 
of  the  Covenant,  the  Council  take  immediate  steps  to  prevent  the 
further  development  of  a  situation  endangering  the  peace  of  nations ; 
to  re-establish  the  status  quo  ante ;  and  to  determine  the  amounts  and 
character  of  such  reparations  as  may  be  found  due  to  the  Republic  of 
China. 

I  will  add  that  the  Government  of  China  is  fully  prepared  to  act  in  con¬ 
formity  with  whatever  recommendations  it  may  receive  from  the  Coun¬ 
cil,  and  to  abide  by  whatever  decisions  the  League  of  Nations  may 
adopt  in  the  premises.1 

This  Chinese  appeal  was  considered  at  a  special  meeting  of  the  Coun¬ 
cil  which  was  convened  on  the  22nd  September.  The  gist  of  Mr. 
Yoshizawa’s  contribution  to  the  debate  was  the  thesis  which  Japanese 
diplomacy  maintained  throughout.  Without  denying  that  the  dispute 
came  within  the  competence  of  the  Council,  Mr.  Yoshizawa  thought 
that  it  was  susceptible  of  settlement  by  direct  negotiation  between 
the  Japanese  and  Chinese  Governments. 

According  to  the  particulars  I  have  just  received,  a  proposal  has  been 
made  from  the  Chinese  side  that  the  solution  should  be  sought  by  direct 
negotiation  between  the  two  Governments.  The  Japanese  Government, 
I  am  told,  has  welcomed  this  proposal.  Premature  intervention  in  these 
circumstances  would  only  have  the  deplorable  result  of  needlessly  excit¬ 
ing  Japanese  public  opinion,  which  is  already  over-excited,  and  thus  im¬ 
pede  the  pacific  settlement  of  the  situation.  I  am  firmly  convinced  that 
a  pacific  settlement  can  be  achieved  by  direct  negotiations  between  the 
two  Governments. 

Two  important  points  were  contributed  by  the  British  delegate, 
Lord  Cecil.  He  submitted  that  there  was  not  'any  question  arising 
at’  the  ‘moment  of  any  settlement  of  the  merits  of  the  dispute 
between  the  parties  ’ ;  and  he  expressed  emphatically  the  opinion 
‘that  any  troops  which  are  in  the  territory  belonging  to  the  other 
party  ought  to  be  withdrawn  without  delay.  That’,  he  reminded  his 
colleagues,  ‘is  the  course  which  has  been  taken  in  previous  cases,  and 
I  hope  we  shall  not  make  any  difference  in  our  dealings  with  one 
country  rather  than  another.’  In  this  connexion,  Lord  Cecil  quoted 
a  statement  which  had  been  made,  apropos  of  the  Graeco-Bulgarian 
1  Full  text  in  op.  cit.,  pp.  2453-4. 
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conflict  of  1925,  at  a  meeting  of  the  Council  on  the  28th  October  of 
that  year  by  the  then  President  of  the  Council,  Monsieur  Briand : 

.  .  .  He  had  understood  the  representative  of  Greece  to  indicate  that  all 
these  incidents  would  not  have  arisen  if  his  country  had  not  been  called 
upon  to  take  rapid  steps  for  its  legitimate  defence  and  protection.  It 
was  essential  that  such  ideas  should  not  take  root  in  the  minds  of 
nations  which  were  Members  of  the  League  and  become  a  kind  of  juris¬ 
prudence,  for  it  would  be  extremely  dangerous.  Under  the  pretext  of 
legitimate  defence,  disputes  might  arise  which,  though  limited  in  extent, 
were  extremely  unfortunate  owing  to  the  damage  they  entailed.  These 
disputes,  once  they  had  broken  out,  might  assume  such  proportions  that 
the  Government  which  started  them,  under  a  feeling  of  legitimate 
defence,  would  be  no  longer  able  to  control  them.  The  League  of  Nations, 
through  its  Council,  and  through  all  the  methods  of  conciliation  which 
were  at  its  disposal,  offered  the  nations  a  means  of  avoiding  such  de¬ 
plorable  events.  The  nations  had  only  to  appeal  to  the  Council. 

Lord  Cecil  further  proposed  that  a  statement  of  all  the  proceedings 
of  the  current  session  of  the  Council,  apropos  of  the  Sino-Japanese 
conflict,  should  be  communicated  to  the  Government  of  the  United 
States,  in  view  of  the  fact  that  the  present  dispute  was  affected  by  at 
least  two  international  instruments  besides  the  Covenant — namely 
the  Kellogg  Pact  and  the  Washington  Nine-Power  Treaty — to  which 
the  United  States  was  a  party. 

On  the  same  day,  the  Council  authorized  its  President,  Senor 
Lerroux  (Spain), 

(1)  To  make  an  urgent  appeal  to  the  Chinese  and  Japanese  Govern¬ 
ments  to  refrain  from  any  action  which  might  aggravate  the  situation 
or  prejudice  the  peaceful  settlement  of  the  problem ; 

(2)  To  endeavour,  in  consultation  with  the  Chinese  and  Japanese 
representatives,  to  find  adequate  means  of  enabling  the  two  countries  to 
withdraw  their  troops  immediately,  without  the  lives  of  their  nationals 
and  the  safety  of  their  property  being  endangered. 

At  the  same  time  the  Council  decided,  in  accordance  with  Lord 
Cecil’s  suggestion,  that  the  minutes  of  all  its  meetings,  and  the 
documents  relating  to  the  question,  should  be  forwarded  to  the 
Government  of  the  United  States  for  their  information. 

The  Council’s  resolution  of  the  22nd  September,  1931,  was  trans¬ 
lated  into  action  forthwith.  The  text  of  the  resolution  was  communi¬ 
cated  to  the  United  States  Minister  at  Berne,  and  an  identic  telegram, 
in  the  sense  of  the  resolution,  was  sent  by  Senor  Lerroux  to  Nanking 
and  Tokyo.  To  these  respective  communications  the  Chinese  Govern¬ 
ment  replied  on  the  23rd  September  and  the  Japanese  and  American 
Governments  on  the  24th.1  The  Chinese  Government  responded  to 

1  Text  of  the  three  replies  in  op.  cit.,  pp.  2454-5. 
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the  League  Council’s  appeal  affirmatively,  without  reservations,  and 
volunteered,  into  the  bargain,  to  ‘assume  full  responsibility  for  the 
protection  of  life  and  property  as  soon  as  ’  they  regained  ‘  control  of 
the  areas  evacuated  by  the  Japanese  troops’.  The  Japanese  Govern¬ 
ment  replied  that 

The  Japanese  forces  are  being  withdrawn  to  the  fullest  extent  which 
is  at  present  allowed  by  the  maintenance  of  the  safety  of  Japanese 
nationals  and  the  protection  of  the  railway.  The  Japanese  Government, 
which  intends  to  withdraw  its  troops  to  the  railway  zone  in  proportion 
as  the  situation  improves,  feels  confident  that  the  Council  will  in  this 
matter  trust  the  sincerity  of  its  attitude. 

The  United  States  Government  announced  that  they  were  ‘in  whole¬ 
hearted  sympathy  with  the  attitude  of  the  League  of  Nations  as 
expressed  in  the  Council’s  resolution  ’ ;  that  they  would  ‘  dispatch  to 
Japan  and  China  notes  along  similar  lines’;  and  that  they  had 
‘already  urged  cessation  of  hostilities  and  a  withdrawal  from  the 
present  situation  of  danger’. 

The  Chinese  Government  had,  in  fact,  addressed  an  appeal  to  the 
United  States  Government  on  the  21st  September,  simultaneously 
with  their  appeal  to  the  League  Council ;  and  on  the  22nd  the  Secre¬ 
tary  of  State  at  Washington,  Mr.  Stimson,  had  handed  to  the 
Japanese  Ambassador  there  a  memorandum1  in  which  he  declared 
that  the  new  situation  which  had  been  created  in  Manchuria  wras  ‘  not 
exclusively  a  matter  of  concern  to  Japan  and  China  ’ ;  that  it  brought 
into  question  at  once  the  meaning  of  certain  provisions  in  the  Nine- 
Power  Treaty  and  in  the  Kellogg  Pact ;  and  that  ‘  it  would  seem  that 
the  responsibility  for  determining  the  course  of  events  with  regard  to 
the  liquidation  of  this  situation’  rested  ‘largely  upon  Japan,  for  the 
simple  reason  that  Japanese  armed  forces’  had  ‘seized  and’  were 
‘exercising  de  facto  control  in  South  Manchuria’. 

Thereafter,  on  the  24th  September,  an  identic  note2  in  the  sense 
of  Senor  Lerroux’s  identic  telegram  was  duly  dispatched  by  Mr. 
Stimson  to  the  Chinese  and  Japanese  Governments  and  was  com¬ 
municated  to  the  League  of  Nations  on  the  25th  September. 

The  Japanese  Government  replied  to  these  American  demarches 
first  by  communicating  the  text  of  an  official  statement3  which  had 
been  issued  after  an  extraordinary  meeting  of  the  Cabinet  at  Tokyo 
on  the  24th,  and  in  the  second  place  in  a  note  delivered  on  the  28th.4 
Both  communications  were  studiously  courteous  and  conciliatory  in 

1  Text  in  the  United  States  Daily,  29th  January,  1932. 

2  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2456. 

3  Printed  in  the  United  States  Daily,  26th  September,  1931. 

4  Printed  in  the  United  States  Daily,  29th  September,  1931. 
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tone,  and  in  the  first  of  them  it  was  stated  explicitly  that  Japan 
harboured  no  territorial  designs  in  Manchuria  ;  but  neither  document 
contained  any  undertaking  that  the  Japanese  troops  would  be  with¬ 
drawal  again  to  the  Japanese  zone. 

At  Geneva,  on  the  25th  September,  Mr.  Yoshizawa  made  two 
points..  He  claimed  that  ‘an  operation’  of  the  kind  on  which  Japan 
had  embarked  in  Manchuria  ‘must  necessarily  be  fairly  far-reaching 
in  scope  and  must  be  carried  to  a  certain  point  if  it  is  to  be  effective  ’ ; 
but  that  it  was  ‘none  the  less  a  protective  measure  and’  did  ‘not 
constitute  aggression  or  occupation’.  His  second  point  was  that  the 
Japanese  Government  were  ‘prepared  immediately  to  enter  into 
negotiations  with  the  Chinese  Government  with  a  view  to  a  satis¬ 
factory  settlement  of  the  incident  ’  and  that  ‘  the  Council  .  .  .  would 
do  well  not  to  intervene  prematurely’.  At  the  same  meeting, 
Mr.  Sze  suggested  that,  unless  the  Japanese  troops  were  withdrawn 
immediately,  Article  15  of  the  Covenant  might  come  into  play. 
Thereupon,  Lord  Cecil  declared  that 

he  did  not  understand  the  reference  of  the  Chinese  representative  to 
Article  15,  which  could  be  invoked,  as  the  Chinese  representative  was 
aware,  by  the  procedure  indicated  therein,  but  which  had  not  been 
invoked  in  the  present  case.  .  .  .  He  agreed  with  his  Japanese  colleague 
that,  primarily,  the  question  of  the  dispute  was  a  matter  for  the  parties 
and  not  for  the  Council  to  deal  with,  unless  it  came  before  the  latter 
under  Article  15,  or  unless  the  parties  had  signed  some  general  arbitra¬ 
tion,  or  what  wras  called  the  General  Act ;  in  that  case  they  were  bound 
by  their  contractual  agreement.  But  at  the  present  stage  the  business  of 
the  Council,  acting  under  Article  11,  was  to  safeguard  the  peace  of 
nations.  .  .  .  The  Chinese  representative  said  that  there  were  still  troops 
occupying  the  territory  of  China  which  the  Japanese  Government  was 
not  entitled  to  under  treaty  obligations,  and  it  was  clear  that  the 
Council  would  desire — and  the  Japanese  Government  too,  he  hoped — 
that  those  troops  should  be  withdrawn  as  rapidly  as  possible.  That  was 
the  obvious  precaution  which  the  Council  ought  to  take  to  preserve 
the  peace  of  nations. 

On  the  28th  there  was  another  inconclusive  meeting  of  the  Council 
at  which  Air.  Yoshizawa  reaffirmed  the  unwillingness  of  the  Japanese 
Government  to  withdraw  their  troops  immediately,  and  also  rejected 
a  Chinese  proposal — put  forward  at  this  meeting  by  Mr.  Sze — that 
a  neutral  representative  or  representatives  should  be  appointed  by 
the  Council  in  order  to  assist  the  two  parties  ‘  to  reach  an  agreement 
as  to  arrangements  on  the  spot  which  would  make  it  possible  to  fix 
an  early  date  for  the  completion  of  the  withdrawal  of’  the  Japanese 
troops.  For  this  purpose,  Mr.  Yoshizawa  was  only  willing  to  agree  to 
direct  Sino- Japanese  negotiations  d  deux,  without  neutral  participation. 
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At  a  further  meeting  on  the  30th  September,  the  President  of  the 
Council  summed  up  the  situation  as  follows : 

Under  that  article  of  the  Covenant  under  which  an  appeal  has  been 
made  to  the  Council,  the  duty  of  the  League  is  ‘  to  take  such  action  as 
may  be  deemed  wise  and  effectual  to  safeguard  the  peace  of  nations’ ; 
and  the  Council,  anxious  to  carry  out  its  duty  in  the  matter  now  before 
it,  has  singled  out  one  object  as  being  of  immediate  and  paramount 
importance — namely,  the  withdrawal  of  troops  to  the  railway  zone. 
Nevertheless,  it  could  not  but  admit  that,  in  the  special  circumstances, 
a  certain  time  had  to  be  allowed  for  the  withdrawal,  particularly  in 
order  to  ensure  the  safety  of  Japanese  life  and  property. 

On  this  showing,  the  Council  decided  to  adjourn  for  a  fortnight 
after  adopting — by  the  constitutionally  necessary  unanimous  vote— 
the  following  resolution : 

The  Council, 

1.  Notes  the  replies  of  the  Chinese  and  Japanese  Governments  to  the 
urgent  appeal  addressed  to  them  by  its  President  and  the  steps  that  have 
already  been  taken  in  response  to  that  appeal ; 

2.  Recognizes  the  importance  of  the  Japanese  Government's  state¬ 
ment  that  it  has  no  territorial  designs  in  Manchuria ; 

3.  Notes  the  Japanese  representative’s  statement  that  his  Govern¬ 
ment  will  continue,  as  rapidly  as  possible,  the  withdrawal  of  its  troops, 
which  has  already  been  begun,  into  the  railway  zone  in  proportion  as  the 
safety  of  the  lives  and  property  of  Japanese  nationals  is  effectively 
assured,  and  that  it  hopes  to  carry  out  this  intention  in  full  as  speedily 
as  may  be ; 

4.  Notes  the  Chinese  representative’s  statement  that  his  Government 
will  assume  responsibility  for  the  safety  of  the  lives  and  property  of 
Japanese  nationals  outside  that  zone  as  the  withdrawal  of  the  Japanese 
troops  continues  and  the  Chinese  local  authorities  and  police  forces 
are  re-established ; 

5.  Being  convinced  that  both  Governments  are  anxious  to  avoid 
taking  any  action  which  might  disturb  the  peace  and  good  understanding 
between  the  two  nations,  notes  that  the  Chinese  and  Japanese  repre¬ 
sentatives  have  given  assurances  that  their  respective  Governments 
will  take  all  necessary  steps  to  prevent  any  extension  of  the  scope  of  the 
incident  or  any  aggravation  of  the  situation  ; 

6.  Requests  both  parties  to  do  all  in  their  power  to  hasten  the  restora¬ 
tion  of  normal  relations  between  them  and  for  that  purpose  to  continue 
and  speedily  complete  the  execution  of  the  above-mentioned  under¬ 
takings  ; 

7.  Requests  both  parties  to  furnish  the  Council  at  frequent  intervals 
with  full  information  as  to  the  development  of  the  situation ; 

8.  Decides,  in  the  absence  of  any  unforeseen  occurrence  which  might 
render  an  immediate  meeting  essential,  to  meet  again  at  Geneva  on 
W ednesday ,  October  1 4th ,  1 93 1 ,  to  consider  the  situation  as  it  then  stands  ; 

9.  Authorizes  its  President  to  cancel  the  meeting  of  the  Council  fixed 
for  October  14th  should  he  decide,  after  consulting  his  colleagues  and 
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more  particularly  the  representatives  of  the  two  parties,  that,  in  view  of 

such  information  as  he  may  have  received  from  the  parties  or  from  other 

members  of  the  Council  as  to  the  development  of  the  situation,  the 

meeting  is  no  longer  necessary. 

Under  the  procedure  of  Article  1 1  of  the  Covenant,  a  vote  was  not 
deemed  unanimous  unless  it  was  passed  without  any  dissentient 
voice,  including  the  voices  of  the  disputants  as  well  as  the  neutrals.1 
This  requirement  was  fulfilled  in  the  adoption  of  the  Council’s  resolu¬ 
tion  of  the  30th,  and  the  fact  that  this  particular  resolution  had  been 
subscribed  to  by  Japan,  as  well  as  by  all  the  other  Powers  repre¬ 
sented  on  the  Council,  afterwards  proved  to  be  important. 

From  the  1st  to  the  24th  October,  1931. 

The  League  Council’s  resolution  of  the  30th  September,  1931, 
failed  to  bring  about  the  results  which  were  desired  alike  by  the 
neutral  Powers  represented  on  the  Council  and  by  the  Chinese 
Government.  So  far  from  diminishing,  the  activities  of  the  Japanese 
army  in  Manchuria  continued  and  extended,  as  has  been  recorded 
above  ;2  and  this  untoward  course  of  events  in  the  Far  East  produced 
a  number  of  fresh  diplomatic  repercussions  before  the  14th  October — 
the  date  on  which  the  session  of  the  Council  was  to  have  been 
resumed. 

The  Chinese  Government’s  first  step  was  to  request  the  diplomatic 
representatives  in  China  of  the  States  Members  of  the  League  Council 
to  send  individual  observers  to  Manchuria  to  collect  information  on 
the  progress  of  evacuation  and  on  all  relevant  circumstances  for  the 
Council’s  information.  In  a  telegram  of  the  3rd  October,3  the 
Chinese  Government  made  a  similar  request  to  the  United  States 
Government,  which  replied  on  the  5th4  that  they  had  actually 
anticipated  the  Chinese  request  by  giving  instructions  for  the  dispatch 
of  two  official  American  observers  to  South  Manchuria.5 

On  the  5th  October,  the  Chinese  Government  addressed  a  note  to 
the  Japanese  Government  asking  for  the  withdrawal  of  the  Japanese 
troops  before  the  re -assemblage  of  the  Council  on  the  14th  October. 
In  a  reply  of  the  9th  October,6  the  Japanese  Government  rejected 

1  An  abstention  from  voting,  on  the  part  of  either  a  neutral  or  a  disputant, 
was  not  counted  as  equivalent  to  a  signification  of  dissent  and  was  therefore 
not  deemed  to  invalidate  a  vote,  so  long  as  there  was  unanimity  among  the 
parties  which  actually  voted. 

2  See  pp.  447  seqq.  above. 

3  Text  in  the  United  States  Daily,  29th  January,  1932. 

4  Text  of  this  reply  in  the  United  States  Daily,  loc.  eit. 

5  On  the  11th  October,  the  U.S.  Government  notified  the  League  Council 

of  this  step.  (Text  of  communication  in  League  of  Nations  Official  Journal, 
December  1931,  p.  2485).  6  Text  in  op.  cit.,  p.  2483. 
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this  demand,  and  asked,  on  their  part,  for  ‘  direct  negotiation  ’  between 
the  two  Governments  ‘  on  fundamental  points  capable  of  constituting 
a  basis  allowing  of  resumption  of  normal  relations’. 

On  the  same  date,  the  Japanese  Government  addressed  to  the 
Chinese  Government  a  memorandum1  on  the  anti- Japanese  movement 
in  China,  against  which  they  protested  on  the  ground  that  this  was 
not  a  spontaneous  movement  but  was  being  ‘  conducted  as  instrument 
of  national  policy  under  direction  of  Nationalist  Party,  which,  in 
view  of  peculiar  political  organization  of  China,  is  inseparable  in 
function  from  Government’.2 

On  the  9th  October,  again,  the  President  of  the  League  Council 
appealed  to  the  Chinese  and  Japanese  Governments,3  reminding  the 
two  parties  of  their  engagements  to  refrain  from  any  action  which 
would  aggravate  the  situation.  In  their  reply,  which  was  dated  the 
12th,  the  Japanese  Government  suggested  that  ‘the  Chinchow  inci¬ 
dent  is  easily  explicable  if  the  present  circumstances  of  the  situation 
are  borne  in  mind.  ...  To  regard  such  an  event ...  as  constituting  an 
aggravation  of  the  situation  is,  in  the  Japanese  Government’s  opinion, 
to  show  a  wrong  appreciation  of  the  situation  as  a  whole’.4  In  this 
same  reply,  the  Japanese  Government  took  the  opportunity  to  insist, 
again,  that  there  should  be  direct  Sino-Japanese  negotiations  for  the 
purpose  of  arriving  at  agreement  on  certain  (unspecified)  ‘main 
principles’  or  ‘fundamental  points’. 

Meanwhile,  on  the  9th  October — the  date  of  the  appeal  from  the 
President  of  the  Council  to  which  the  Japanese  Government  thus 
replied — the  Chinese  delegate,  on  his  Government’s  behalf,  requested5 
the  President  of  the  Council  that  a  meeting  of  the  Council  should  be 
summoned  forthwith  in  view  of  ‘  serious  information  regarding 
further  aggressive  military  operations  upon  the  part  of  Japanese 
armed  forces  in  Manchuria’.  On  the  same  date,  the  Chinese  Govern¬ 
ment  handed  a  protest6  in  regard  to  Japanese  military  action  at 
Chinchow  to  the  United  States  Minister  at  Peiping. 

The  President  of  the  Council  responded  by  convening  a  meeting 

1  Text  in  op.  cit.,  p.  2482. 

2  There  are  two  allusions  in  this  sentence  which  are  fine  examples  of  diplo¬ 
matic  innuendo.  The  first  insinuation  is  that  China  is  morally  violating  the 
Kellogg  Pact;  the  second  is  that  the  Government  of  the  Chinese  Republic 
stands  to  the  Kuomintang  as  the  Government  of  the  U.S.S.R.  stands  to  the 
Russian  Communist  Party. — A.  J.  T. 

3  Text  of  appeal  in  League  of  Nations  Official  Journal,  December  1931, 
p.  2484. 

4  For  the  actual  facts,  see  p.  448  above. 

6  Text  of  letter  in  League  of  Nations  Official  J  ournal,  December  1931,  p.  2483. 

6  Text  in  the  United  States  Daily,  29th  January,  1932. 
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of  the  Council  for  the  13th  October.1  The  United  States  Government 
responded  by  communicating  an  identic  expression  of  their  concern 
over  events  at  Chinchow  to  the  Chinese  and  Japanese  Governments 
on  the  10th  October2  and  following  this  up  with  a  memorandum,3 
addressed  to  the  Japanese  Government  only,  on  the  1 1th.  Both  these 
documents  were  strongly  worded,  and  in  both  there  was  a  specific 
reference  to  the  League  Council’s  resolution  of  the  30th  September. 
The  Secretary  of  State  declared  that,  until  recently,  he  had  been 
reassured  by  the  commitments — made  by  the  two  Governments  to 
the  League — which  that  resolution  embodied,  and  that  he  was  much 
disturbed  by  reports  that  these  commitments  were  not  being 
carried  out. 

This  indirect  American  recognition  of  the  functions  of  the  League 
and  support  of  the  League  Council’s  action  was  in  line  with  a  direct 
message  which  Mr.  Stimson  had  dispatched,  for  communication  to 
the  Secretary-General  of  the  League,  on  the  9th  October: 

I  believe  that  our  co-operation  in  the  future  handling  of  this  difficult 
matter  should  proceed  along  the  course  which  has  been  followed  ever 
since  the  first  outbreak  of  the  trouble  fortunately  found  the  Assembly 
and  Council  of  the  League  of  Nations  in  session.  The  Council  has 
deliberated  long  and  earnestly  on  this  matter  and  the  Covenant  of  the 
League  of  Nations  provides  permanent  and  already  tested  machinery 
for  handling  such  issues  as  between  States  Members  of  the  League. 
Both  the  Chinese  and  Japanese  have  presented  and  argued  their  cases 
before  the  Council,  and  the  world  has  been  informed  through  published 
accounts  with  regard  to  the  proceedings  there.  The  Council  has  formu¬ 
lated  conclusions  and  outlined  a  course  of  action  to  be  followed  by  the 
disputants ;  and,  as  the  said  disputants  have  made  commitments  to  the 
Council,  it  is  most  desirable  that  the  League  in  no  way  relax  its  vigilance 
and  in  no  way  fail  to  assert  all  the  pressure  and  authority  within  its 
competence  towards  regulating  the  action  of  China  and  Japan  in  the 
premises. 

On  its  part  the  American  Government,  acting  independently  through 
its  diplomatic  representatives,  will  endeavour  to  reinforce  what  the 
League  does  and  will  make  clear  that  it  has  a  keen  interest  in  the  matter 
and  is  not  oblivious  to  the  obligations  which  the  disputants  have 
assumed  to  their  fellow  signatories  in  the  Pact  of  Paris  as  well  as  in  the 
Nine  Power  Pact  should  a  time  arise  when  it  would  seem  advisable  to 
bring  forward  those  obligations.  By  this  course  we  avoid  any  danger  of 
embarrassing  the  League  in  the  course  to  which  it  [is]  now  committed.4 

1  Text  of  his  telegram  in  League  of  Nations  Official  Journal,  December  1931, 

pp.  2483-4.  2  Text  in  the  United  States  Daily,  29th  January,  1932. 

3  Text  in  the  United  States  Daily,  loc.  cit. 

4  This  text  is  taken  from  the  United  States  Daily,  12th  October,  1931.  A 
slightly  different  version  of  the  same  message,  giving  the  date  of  it  as  the  12th 
October  instead  of  the  9th,  will  he  found  in  League  of  Nations  Official  Journal, 
December  1931,  p.  2485. 
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This  was  the  diplomatic  situation  when  the  session  of  the  League 
Council  was  resumed  on  the  13th  October. 

The  sittings  on  this  day  were  mainly  occupied  in  controversy 
between  the  Chinese  and  the  Japanese  delegate.  Mr.  Yoshizawa 
declared  that 

If  the  Chinese  Government  were  to  make  serious  efforts  to  check  the 
anti- Japanese  agitation  and  to  arrive,  in  common  accord  with  us,  at 
a  preliminary  basis  for  the  re-establishment  of  normal  relations  between 
the  two  countries,  it  would  do  much  (I  am  convinced)  to  promote  the 
relaxation  and  pacification  which  is  so  much  desired,  thus  removing  the 
most  serious  obstacle  to  the  withdrawal  of  our  troops. 

He  added,  however,  that 

the  withdrawal  of  our  troops  is  not  conditional  on  the  realization  of  such 
an  understanding.  It  is,  I  repeat,  conditional  on  the  security  and  pro¬ 
tection  of  our  nationals. 

Mr.  Sze  retorted  that 

these  anti-Japanese  feelings  are  spontaneous  movements  on  the  part  of 
the  people  themselves.  I  know  of  no  accepted  principle  of  international 
law  whereby  a  Government,  however  strong,  powerful  or  autocratic,  can 
compel  its  people  to  buy  from  persons  whom  they  do  not  like. 

Alluding  again  to  the  question  of  direct  negotiations,  Mr.  Yoshizawa 
said: 

My  Government’s  intention  is  that  these  negotiations  shall  not  include 
details  relating  to  the  settlement  of  the  conditions  resulting  from  the 
incident  of  September  18th,  but  shall  only  deal  with  the  bases  of  nego¬ 
tiation,  with  a  view  to  reaching  agreement  with  China  on  the  matter  of 
evacuation,  and  so  on. 

This  public  controversy  between  the  delegates  of  the  two  disputant 
countries  served  to  bring  out  more  clearly  their  respective  theses, 
without  helping  to  bring  them  any  nearer  towards  a  rapprochement. 

The  next  development  was  a  controversy  between  the  Japanese 
delegate,  Mr.  Yoshizawa,  and  the  President  of  the  Council,  Monsieur 
Briand,1  over  the  question  whether  the  Council  ‘should  invite  the 
Government  of  the  United  States  to  be  associated  with’  its  ‘efforts 
by  sending  a  representative  to  sit  at  the  Council  table  so  as  to  be  in 
a  position  to  express  an  opinion  as  to  how,  either  in  view  of  the  present 
situation  or  of  its  future  development,  effect’  could  ‘best  be  given  to 
the  provisions  of’  the  Kellogg  Pact.  Monsieur  Briand  had  a  special 

1  The  original  President  of  the  Council  at  its  sixty-fifth  session  had  been 
Senor  Lerroux  (Spain);  but,  when  the  Council’s  session  was  resumed  on  the 
13th  October,  1931,  after  the  adjournment  on  the  30th  September,  Senor 
Lerroux  was  detained  in  Madrid  by  his  duties  as  a  member  of  the  Spanish 
Government.  When  the  Council  reassembled  in  these  circumstances,  Monsieur 
Briand  was  called  to  the  Presidency  at  the  suggestion  of  the  Spanish  delegate 
on  this  occasion,  Senor  de  Madariaga. 
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warrant  for  making  this  suggestion,  in  as  much  as  he  had  been  the 
joint  instigator  of  the  Kellogg  Pact  with  Mr.  Kellogg  himself.1 
Accordingly,  Monsieur  Briand  drafted  a  letter  of  invitation2  to  the 
United  States  Government  in  this  sense ;  but  when  he  showed  this 
draft  to  his  colleagues  in  private  as  a  preliminary  to  bringing  it  for¬ 
ward  at  a  public  meeting  of  the  Council,  he  encountered  opposition 
from  Mr.  Yoshizawa,  ostensibly  on  abstract  constitutional  grounds. 

‘The  Japanese  representative  objected  to  extending  this  invitation 
on  the  ground  (1)  that  under  Article  4,  paragraph  5,  of  the  Covenant 
the  only  additional  members  of  the  Council  contemplated  were 
members  of  the  League  sitting  “during  consideration  of  matters 
specially  affecting  the  interests  of  that  member  of  the  League  ” ; 

(2)  that  non-members  of  the  League  could  be  invited  to  sit  on  the 
Council  only  under  Article  17  of  the  Covenant  in  respect  to  matters 
in  which  they  had  a  direct  interest  in  a  dispute  before  the  Council ; 

(3)  that  the  interest  of  the  League  as  a  whole  in  the  preservation  of 
peace  under  Article  1 1  of  the  Covenant  was  not  an  interest  peculiar 
to  any  member  of  the  League,  much  less  to  a  non-member ;  (4)  that 
if  the  intention  was  to  invite  the  United  States  to  send  a  representa¬ 
tive  who  would  sit  as  an  observer  under  the  Kellogg  Pact,  there  was 
no  reason  for  sending  the  invitation  to  the  United  States  alone,  as 
many  other  states  wTere  parties  to  the  Pact ;  and  (5)  that  in  any  case 
the  decision  to  extend  the  invitation  required  a  unanimous  vote,  as 
do  all  decisions  under  Article  11  of  the  Covenant.3 

‘This  attitude  of  the  Japanese  representative  precipitated  a  two 
days’  debate’  [on  the  15th-16th  October],  in  ‘which  all  members  of 
the  Council,  except  Japan,  agreed  with  the  President,  M.  Briand, 
that  there  was  no  question  of  inviting  the  United  States  to  sit 
as  a  member  of  the  Council  under  Article  17,  that  the  question  of 
communicating  with  the  United  States  had  already  been  decided  by 
unanimous  vote  in  the  resolution  of  the  23rd  September,  and  that 
the  invitation  to  participate  in  a  new  form  of  communication,  oral 
rather  than  written,  was  a  matter  of  procedure  to  be  decided  under 
Article  5,  paragraph  2,  of  the  Covenant  by  majority  vote  of  the  mem¬ 
bers  of  the  League  represented  at  the  meeting.  Several  members  of 
the  Council  recognized  that  the  constitutional  question,  “Who  is 
entitled  to  decide  whether  a  question  submitted  to  the  Council  is 

1  See  the  Survey  for  1928,  Part  I  A,  section  (i). 

2  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2322. 

3  Texts  of  Mr.  Yoshizawa’s  letter  of  the  15th  October,  1931,  to  Monsieur 
Briand,  embodying  these  objections,  and  of  Monsieur  Briand’s  reply  of  the 
same  date,  in  League  of  Nations  Official  Journal,  December  1931,  p.  2323. 
Further  correspondence  in  op.  cit.,  pp.  2488-9. 


492 


THE  FAR  EAST  AND  THE  PACIFIC 


Part  IV 


a  question  of  procedure  or  one  of  substance  and  how  the  matter  is  to 
be  decided”,  was  not  prejudiced  by  their  vote  to  extend  the  invitation, 
because  there  had  been  a  unanimous  resolution  to  communicate  in 
this  instance  with  the  United  States. 

‘  In  pursuance  of  this  vote,  the  invitation  was  extended  [on  the  15th 
October],  and  on  the  16th  October  Mr.  Prentiss  Gilbert,  United  States 
consul  in  Geneva,  took  his  seat  in  the  Council  of  the  League.  He 
expressed  his  Government’s  sympathetic  appreciation  of  the  League’s 
efforts,  its  whole-hearted  accord  with  the  League’s  objectives  in  this 
case,  and  the  hope  “that  the  tried  machinery  of  the  League  may  in 
this  case,  as  on  previous  occasions,  be  successful  in  bringing  the  dis¬ 
pute  to  a  conclusion  satisfactory  to  both  parties”.  He  emphasized 
that  in  deliberations  on  the  application  of  the  Covenant  he  could 
“take  no  part”,  but  only  in  discussions  respecting  the  Pact  of  Paris 
which  represented  “an  effective  means  of  marshalling  the  public 
opinion  of  the  world  behind  the  use  of  pacific  means  only  in  the 
solution  of  controversies  between  nations”.  On  the  next  day,  Mr. 
Gilbert  expressed  appreciation  of  the  Japanese  representative’s  insis¬ 
tence  that  his  attitude  in  respect  to  the  invitation  did  not  denote  any 
want  of  friendliness  to  the  United  States ;  but  he  did  not  participate 
further  in  the  reported  discussions  of  the  Council  until  the  adjourn¬ 
ment  on  the  24th  October,  when  he  thanked  several  members  for  their 
flattering  allusions  to  his  country.’1 

This  participation  of  a  representative  of  the  United  States  Govern¬ 
ment  in  meetings  of  the  Council  of  the  League  of  Nations  on  the  16th- 
24th  October,  1931,  was  an  event  of  historic  importance  in  itself, 
over  and  above  its  local  and  temporary  bearing  upon  the  diplomatic 
history  of  the  Sino- Japanese  conflict  of  1931.  From  the  narrower 
standpoint  it  was  significant  that,  when  Monsieur  Briand  put  his 
proposal  to  the  vote  on  the  15th  October,  the  Japanese  delegate  on 
the  Council  found  himself,  for  the  first  time,  in  a  minority  of  one.2 
This  situation  was  to  recur  on  the  24th  October,  when  a  draft  resolu¬ 
tion,  proposed  by  Monsieur  Briand,  likewise  received  thirteen  votes 
in  its  favour  against  the  Japanese  delegate’s  single  dissentient  voice, 
after  a  Japanese  counter-project  had  been  supported  by  the  Japanese 

1  Quincy  Wriglit:  ‘The  Manchurian  Crisis’,  in  The  American  Political 
Science  Beview,  vol.  xxvi,  No.  1,  February  1932,  pp.  70—2. 

2  Before  the  Council  adopted  Monsieur  Briand’s  motion  by  13  votes  to  1, 
it  had  rejected,  by  12  votes  to  2,  a  Japanese  counter-proposal  that  the  Council 
should  appoint  a  committee  of  legal  experts  to  study  the  constitutional  ques¬ 
tions  which  Mr.  Yoshizawa  had  raised.  The  second  vote  in  favour  of  the 
Japanese  delegate’s  counter-proposal  was  cast  by  the  representative  of 
Germany. 
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vote  alone.1  On  this  second  occasion,  however,  Mr.  Yoshizawa  had 
his  revenge;  for,  under  the  procedure  of  Article  11,  a  motion  which 
was  admittedly  concerned  with  a  point  of  substance  and  not  with 
a  point  of  procedure  was  invalidated  by  a  single  adverse  vote,  even 
when  this  vote  was  cast  by  an  interested  party. 

Meanwhile,  on  the  17th  October,  while  the  Council  was  sitting,  most 
of  the  Governments  represented  on  it  sent  an  identic  note  to  the 
Chinese  and  Japanese  Governments,  calling  their  attention  to  the 
provisions  of  the  Kellogg  Pact  and  more  especially  to  the  terms  of  its 
second  article.  The  United  States  Government  took  corresponding 
action  on  the  20th.2  At  a  meeting  of  the  League  Council  on  the  22nd 
October,  the  President  mentioned  the  action  that  had  been  taken 
by  the  Council  members  and  recited  the  text  of  the  Chinese  Govern¬ 
ment’s  reply3  to  the  French  Government’s  note. 

At  the  same  meeting  on  the  22nd  October,  Monsieur  Briand  also 
recited  the  text  of  a  draft  resolution  which  had  been  drawn  up 
unanimously  by  all  the  delegates  on  the  Council,  apart  from  Mr.  Sze 
and  Mr.  Yoshizawa,  sitting  as  a  neutral  Committee  of  Twelve.  The 
draft  was  conceived  as  follows : 

The  Council, 

In  pursuance  of  the  resolution  passed  on  September  30th ; 

Noting  that  in  addition  to  the  invocation  by  the  Government  of  China 
of  Article  1 1  of  the  Covenant,  Article  2  of  the  Pact  of  Paris  has  also  been 
invoked  by  a  number  of  Governments  ; 

( 1 )  Recalls  the  undertakings  given  to  the  Council  by  the  Governments 
of  China  and  Japan  in  that  resolution,  and  in  particular  the  statement 
of  the  Japanese  representative  that  the  Japanese  Government  would 
continue  as  rapidly  as  possible  the  withdrawal  of  its  troops  into  the  rail¬ 
way  zone  in  proportion  as  the  safety  of  the  lives  and  property  of  Japanese 
nationals  is  effectively  assured,  and  the  statement  of  the  Chinese  repre- 

1  See  below  p.  496. 

2  Texts  of  the  American  identic  note  of  the  20th  October,  1931,  to  the 
Chinese  and  Japanese  Governments,  with  the  Chinese  reply  of  the  23rd  October 
and  the  Japanese  reply  of  the  24tli,  in  the  United  States  Daily,  30th  January, 
1932.  In  the  memorandum  conveying  the  substance  of  the  Japanese  reply, 
the  Japanese  Government  developed  their  thesis  that  the  anti- Japanese  move¬ 
ment  in  China  was  a  contravention  of  the  Kellogg  Pact.  The  United  States 
Government  sent  a  counter-reply  to  this  Japanese  note  on  the  5th  November. 
(Text  in  the  United  States  Daily,  1st  February,  1932.)  A  Japanese  counter¬ 
counter-reply  was  delivered  on  the  9th  November.  (Text  in  loc.  cit.) 

3  Printed  in  League  of  Nations  Official  Journal,  December  1931,  p.  2339. 
The  Japanese  Government’s  reply,  which  was  identical  with  the  memorandum 
enclosed  in  the  Japanese  reply  to  the  American  note  of  the  20th  October,  was 
recited  by  Monsieur  Briand  at  the  meeting  of  the  Council  on  the  23rd  October. 
(Text  in  op.  cit.,  pp.  2343-4.)  Observations  on  this  Japanese  reply  were  made 
public  by  Mr.  Sze  on  the  4th  November.  (Text  of  Mr.  Sze’s  observations  in 
op.  cit.,  pp.  2519-21.) 
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sentative  that  his  Government  will  assume  the  responsibility  for  the 
safety  of  the  lives  and  property  of  Japanese  nationals  outside  that 
zone — a  pledge  which  implies  the  effective  protection  of  Japanese  sub¬ 
jects  residing  in  Manchuria ; 

(2)  Recalls  further  that  both  Governments  have  given  the  assurance 
that  they  would  refrain  from  any  measures  which  might  aggravate  the 
existing  situation,  and  are  therefore  bound  not  to  resort  to  any  aggres¬ 
sive  policy  or  action  and  to  take  measures  to  suppress  hostile  agitation ; 

(3)  Recalls  the  Japanese  statement  that  Japan  has  no  territorial 
designs  in  Manchuria,  and  notes  that  this  statement  is  in  accordance 
with  the  terms  of  the  Covenant  of  the  League  of  Nations,  and  of  the 
Nine-Power  Treaty,  the  signatories  of  which  are  pledged  ‘to  respect  the 
sovereignty,  the  independence,  and  the  territorial  and  administrative 
integrity  of  China’  ; 

(4)  Being  convinced  that  the  fulfilment  of  these  assurances  and  under¬ 
takings  is  essential  for  the  restoration  of  normal  relations  between  the 
two  parties ; 

(a)  Calls  upon  the  Japanese  Government  to  begin  immediately  and  to 
proceed  progressively  with  the  withdrawal  of  its  troops  into  the  railway 
zone,  so  that  the  total  withdrawal  may  be  effected  before  the  date  fixed 
for  the  next  meeting  of  the  Council ; 

( b )  Calls  upon  the  Chinese  Government,  in  execution  of  its  general 
pledge  to  assume  the  responsibility  for  the  safety  of  the  lives  and  pro¬ 
perty  of  all  Japanese  subjects  resident  in  Manchuria,  to  make  such 
arrangements  for  taking  over  the  territory  thus  evacuated  as  will  ensure 
the  safety  of  the  lives  and  property  of  Japanese  subjects  there ;  and  re¬ 
quests  the  Chinese  Government  to  associate  with  the  Chinese  authorities 
designated  for  the  above  purpose  representatives  of  other  Powers  in  order 
that  such  representatives  may  follow  the  execution  of  the  arrangements ; 

(5)  Recommends  that  the  Chinese  and  Japanese  Governments  should 
immediately  appoint  representatives  to  arrange  the  details  of  the 
execution  of  all  points  relating  to  the  evacuation  and  the  taking  over  of 
the  evacuated  territory  so  that  they  may  proceed  smoothly  and  without 
delay ; 

(6)  Recommends  the  Chinese  and  Japanese  Governments,  as  soon  as 
the  evacuation  is  completed,  to  begin  direct  negotiations  on  questions 
outstanding  between  them,  and  in  particular  those  arising  out  of  recent 
incidents  as  well  as  those  relating  to  existing  difficulties  due  to  the 
railway  situation  in  Manchuria.  For  this  purpose,  the  Council  suggests 
that  tbe  two  parties  should  set  up  a  conciliation  committee  or  some  such 
permanent  machinery ; 

(7)  Decides  to  adjourn  till  November  16th,  at  which  date  it  will  again 
examine  the  situation,  but  authorizes  its  President  to  convoke  a  meeting 
at  any  earlier  date  should  it  in  his  opinion  be  desirable. 

In  the  ensuing  debate  on  this  draft  resolution  of  the  Committee  of 
Twelve,  Mr.  Sze  announced,  on  the  23rd  October,  the  acceptance  of 
the  new  draft  resolution  by  the  Chinese  Government.  On  the  other 
hand,  Mr.  Yoshizawa  declined,  on  the  22nd  and  again  on  the  23rd,1 

1  See  League  of  Nations  Official  Journal,  December  1931,  pp.  2342  and.  2347. 
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to  agree  to  a  definite  date  for  the  completion  of  the  withdrawal  of  the 
Japanese  troops,  and  declared,1  apropos  of  Japanese  bombing  opera¬ 
tions  in  Manchuria,  that  ‘the  dropping  of  bombs’  was  ‘carried  out  in 
spite  of  the  Japanese  Government’s  desire  not  to  have  to  resort  to 
such  measures  ’ ;  that  he  admitted  that  it  was  ‘  very  unfortunate  ’ ; 
but  that,  ‘in  the  light  of  the  present  position’,  the  Japanese  troops 
were  ‘compelled  to  take  action  of  this  kind’. 

On  the  23rd  October,  Mr.  Yoshizawa  also  communicated  to 
Monsieur  Briand,  on  the  Japanese  Government’s  behalf,  certain 
modifications  of  the  draft  resolution  before  the  Council  which  were 
so  extensive  that,  in  Monsieur  Briand’s  words,2  they  constituted  ‘in 
reality  a  counter-project’.  In  particular,  the  Japanese  Government 
proposed  to  substitute  for  points  (4)  to  (7)  of  the  Council’s  draft  the 
following  text : 

(4)  Again  notes  the  statement  by  the  representative  of  Japan  made 
on  October  13th  to  the  effect  that  the  Japanese  Government  would 
withdraw  those  of  its  troops  still  remaining  in  a  few  localities  outside  the 
said  zone  as  the  present  atmosphere  of  tension  clears  and  the  situation  im¬ 
proves,  by  the  achievement  of  a  previous  understanding  between  the 
Chinese  and  Japanese  Governments  as  regards  the  fundamental  prin¬ 
ciples  governing  normal  relations — that  is  to  say,  affording  an  assurance 
for  the  safety  of  the  lives  of  Japanese  nationals  and  for  the  protection  of 
their  property ; 

(5)  Recommends  the  Chinese  and  Japanese  Governments  to  confer 
together  at  once  with  a  view  to  arriving  at  the  understanding  mentioned 
in  paragraph  4 ; 

(6)  Recommends  the  Chinese  and  Japanese  Governments  to  appoint 
representatives  to  arrange  the  details  of  execution  of  the  evacuation  and 
of  taking  over  the  districts  evacuated ; 

(7)  Asks  the  Chinese  and  Japanese  Governments  to  be  so  good  as  to 
keep  the  Council  informed  of  the  progress  of  the  negotiations  between 
them  and  the  position  as  regards  the  execution  of  the  present  resolution  ; 

(8)  Authorizes  its  President  to  take,  after  examination  of  the  above 
communications,  all  such  measures  as  he  may  think  necessary  to  ensure 
the  carrying  out  of  the  present  resolution,  and  to  convene  the  Council 
at  any  time  with  a  view  to  a  fresh  examination  of  the  position. 

It  will  be  noted  that  the  Japanese  counter-project  not  only 
omitted  mention  of  a  definite  date  for  the  completion  of  the  with¬ 
drawal  of  the  Japanese  troops  but  also  stipulated — what  the  Japanese 
Government  had  demanded  on  previous  occasions3— that  the  with¬ 
drawal  should  not  take  place  until  there  had  been  direct  negotiations 
between  the  Chinese  and  Japanese  Governments,  a  deux,  ‘as  regards 
the  fundamental  principles  governing  normal  relations’,  and  until 
these  negotiations  had  resulted  in  agreement. 

1  Op.  cit.,  p.  2349.  2  See  op.  cit.,  p.  2346.  3  See  pp.  485,  487-8  and  490  above. 
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After  this  Japanese  text  had  been  recited  by  Monsieur  Briand  at  the 
Council  meeting  on  the  23rd  October,  Mr.  Yoshizawa’s  colleagues 
solicited  information  concerning  these  ‘fundamental  principles’  to 
which  the  Council  was  being  asked  by  the  Japanese  Government  to 
give  an  endorsement.  To  this  not  unreasonable  request,  the  Japanese 
delegate  made  the  following  reply : 

As  regards  the  fundamental  principles,  my  Government  holds  certain 
views,  but  I  cannot  communicate  these  views  officially  to  the  Council 
until  my  Government  has  authorized  me  to  do  so.  .  .  .  My  Government 
thinks  it  preferable  not  to  enumerate  the  fundamental  principles  in  the 
resolution,  nor  to  discuss  the  details  of  these  principles  at  the  Council 
table.  It  believes  that  these  principles  could  usefully  be  discussed 
between  the  two  countries.1 

At  the  same  time,  Mr.  Yoshizawa  declined,  on  the  Japanese  Govern¬ 
ment’s  behalf,  to  accept  the  Committee  of  Twelve’s  draft.2 

In  these  circumstances,  on  the  23rd  October,  Monsieur  Briand 
invoked  Article  10  of  the  Covenant  and  Article  2  of  the  Kellogg  Pact 
and  summed  up  the  situation  as  follows : 

This  is  a  dispute  which  has  been  laid  before  the  Council.  There  can 
be  no  question  of  dealing  with  it  by  other  than  pacific  means.  Japan, 
which  always  so  scrupulously  honours  its  obligations,  could  not  dream 
of  adopting  any  other  means,  I  do  not  wish  to  dwell  unduly  on  this 
point ;  but  public  opinion  would  not  readily  admit  that  a  military  occu¬ 
pation  under  these  circumstances  could  be  regarded  as  coming  under 
the  heading  of  pacific  means.  To  prolong  this  situation  would  be  to 
perpetuate  a  state  of  anxiety  which  has  already  lasted  too  long. 

Thereafter,  on  the  24th  October,  Monsieur  Briand  put  to  the  vote 
first  the  Japanese  counter-project  and  then  the  Committee  of 
Twelve’s  draft.  The  counter-project  was  rejected  by  thirteen  votes 

1  League  of  Nations  Official  Journal,  December  1931,  pp.  2351  and  2357. 
The  motive  for  this  refusal  to  disclose  the  contents  of  the  Japanese  Govern¬ 
ment’s  five  points  remains  obscure.  In  the  circumstances  the  refusal  was  an 
act  of  provocation,  and  indeed  of  insolence,  towards  the  League  Council, 
which  was  hound  to  result  in  a  stiffening  of  the  Council’s  attitude  towards 
Japan.  This  result  can  hardly  have  been  desired  by  the  Japanese  Government, 
whose  policy  in  general  was  to  treat  the  Council  with  outward  courtesy  while 
actually  pursuing  Japanese  aims  in  Manchuria  without  regard  to  the  Council’s 
admonitions.  Yet,  in  refusing  to  divulge  the  contents  of  the  five  points,  Mr. 
Yoshizawa  was  apparently  acting  on  explicit  instructions  from  his  principals. 
The  refusal  is  all  the  more  strange  in  view  of  the  fact  that  already,  on  the  20th 
October,  the  correspondent  of  The  Times  at  Tokyo  had  telegraphed  to  London 
a  statement  of  the  five  points  which  did  not  differ  in  substance  from  the 
Japanese  Government’s  own  statement  of  them  in  their  eventual  declaration 
of  the  26th  October  (see  p.  498  below).  Moreover,  in  this  message  from  Tokyo 
on  the  20th  October,  it  was  stated  that  the  five  points  had  already  been  sub¬ 
mitted  to  Monsieur  Briand  at  Geneva  and  that  he  had  signified  his  concurrence 
in  the  first  four  of  them. 

2  Op.  cit.,  pp.  2356  and  2358. 
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to  one ;  the  Council’s  draft  was  negatived  by  one  vote  as  against 
thirteen  votes  cast  in  support  of  it.  Therewith,  the  Council  adjourned 
its  session  again  until  the  16th  November. 

From  the  24th  October  to  the  31st  December,  1931. 

The  three  weeks,  running  from  the  25th  October,  1931,  during 
which  the  League  Council  was  in  recess,  were  eventful  in  the  diplomatic 
as  well  as  in  the  military  sphere.  In  the  Manchurian  theatre  of  hostili¬ 
ties,  it  became  evident  almost  immediately  that  the  Japanese  army, 
so  far  from  contemplating  any  withdrawal  before  the  16th  November, 
was  bent  upon  a  wide  extension  of  its  field  of  operations.1  This  situa¬ 
tion  in  the  Far  East  evoked  fresh  efforts  on  the  part  of  the  President 
of  the  League  Council  and  the  Government  of  the  United  States  to 
induce  the  J apanese  Government  to  act  in  the  sense  of  the  Committee 
of  Twelve’s  draft  resolution  which  had  been  supported  on  the  24th 
October  by  thirteen  votes  to  one.  These  diplomatic  demarches  were 
without  success. 

The  Chinese  and  Japanese  Governments,  on  their  parts,  both  took 
fresh  diplomatic  action  forthwith. 

The  Chinese  Government  sought  to  facilitate  the  task  of  neutral 
diplomacy  by  authorizing  Mr.  Sze,  at  Geneva,  to  make  the  following 
declaration : 

China,  like  every  Member  of  the  League  of  Nations,  is  bound  by  the 
Covenant  to  ‘a  scrupulous  respect  for  all  treaty  obligations’.  The  Chinese 
Government,  for  its  part,  is  determined  loyally  to  fulfil  all  its  obligations 
under  the  Covenant.  It  is  prepared  to  give  proofs  of  this  intention  by 
undertaking  to  settle  all  disputes  with  Japan  as  to  treaty  interpretation 
by  arbitration  or  judicial  settlement,  as  provided  in  Article  13  of  the 
Covenant. 

In  pursuance  of  this  purpose,  the  Chinese  Government  is  willing  to 
conclude  with  Japan  a  treaty  of  arbitration  similar  to  that  recently 
concluded  between  China  and  the  United  States  of  America,  or  to  those 
concluded  of  recent  years  in  increasing  numbers  between  Members  of 
the  League.2 

Thereafter,  on  the  27th  October,  the  Chinese  Government  sent 
a  note  direct  to  the  Japanese  Government,  announcing  that,  ‘in 
accordance  with  Paragraph  5  of  the  Resolution  adopted  by  the 
League  Council  on  the  24th  October’,  the  Chinese  Government  had 
appointed  a  committee  of  Chinese  representatives  under  the  chair¬ 
manship  of  Mr.  Wellington  Koo,  and  asking  the  Japanese  Government 
to  take  corresponding  action.  The  Japanese  Government  replied  that 

1  For  events  in  Manchuria  during  these  weeks,  see  pp.  448  seqq.  above. 

2  Text  of  Mr.  Sze’s  letter  of  the  24th  October,  1931,  conveying  the  terms  of 
this  declaration  to  Monsieur  Briand,  in  League  of  Nations  Official  Journal, 
December  1931,  p.  2513. 
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no  resolution  had  been  adopted  by  the  Council  on  the  date  mentioned, 
and  that  Japanese  intentions  were  set  forth  in  the  Japanese  declara¬ 
tion  of  the  26th. 

On  the  26th  October,  the  Japanese  Government  published  at 
Tokyo  a  declaration1  in  which  they  responded — belatedly — to  the 
League  Council’s  request  for  information  on  the  five  points  which 
Mr.  Yoshizawa  had  been  instructed  not  to  disclose  while  the  Council 
was  still  sitting. 

Basic  principles  which  they  have  had  in  mind  relate  to : 

(1)  Mutual  repudiation  of  aggressive  policy  and  conduct; 

(2)  Respect  for  China’s  territorial  integrity ; 

(3)  Complete  suppression  of  all  organized  movements  interfering  with 
freedom  of  trade  and  stirring  up  international  hatred  ; 

(4)  Effective  protection  throughout  Manchuria  of  all  peaceful  pur¬ 
suits  undertaken  by  Japanese  subjects ; 

(5)  Respect  for  treaty  rights  of  Japan  in  Manchuria. 

Japanese  Government  believe  that  all  these  points  being  in  entire 
accord  with  aims  and  aspirations  of  League  of  Nations  and  embodying 
natural  basis  upon  w'hich  peace  in  Far  East  must  depend  will  commend 
them  to  approval  of  public  opinion  of  world.  Refusal  by  Japanese 
representative  to  lay  these  points  on  table  of  Council  was  due  to  con¬ 
sideration  that  they  should  in  their  nature  properly  form  subject  of 
negotiations  between  parties  directly  involved. 

Upon  receipt  of  this  Japanese  text,  Monsieur  Briand  submitted 
observations  upon  it  in  a  letter2  which  he  addressed  on  the  29th 
October  to  Mr.  Yoshizawa.  Monsieur  Briand  observed  that 

independently  of  the  vote  taken  at  the  last  Council  meeting,  which 
retains  its  full  moral  force,  we  still  have  before  us,  from  the  juridical 
standpoint,  a  valid  resolution — namely,  that  which  was  unanimously 
adopted  on  September  30th,  and  which  retains  its  full  executory  force. 

He  also  noted  that,  in  the  final  form  in  which  Mr.  Yoshizawa  had 
submitted  the  Japanese  counter-project  to  the  Council  on  the  24th 
October,  the  first  three  points  had  corresponded  verbatim  with  the 
first  three  in  the  draft  resolution  of  the  Committee  of  Twelve.  He  then 
pointed  out  that  these  three  points,  which  had  been  accepted  alike 
by  Japan  and  by  the  other  Powers  represented  on  the  Council, 
actually  covered  the  first  four  ‘Japanese  fundamental  points’  out  of 
the  five: 

(1)  ‘Mutual  repudiation  of  aggressive  policy  and  conduct.’  Paragraph 
2  of  the  two  drafts  submitted  on  October  24th  states  that  ‘the  two 
Governments  are  bound  not  to  resort  to  any  aggressive  policy  or  action’. 

(2)  ‘Respect  for  China’s  territorial  integrity.’  Paragraph  3  of  the  two 
drafts  records  an  undertaking  to  that  effect. 

1  Text  in  League  of  Nations  Official  Journal,  December  1931,  p.  2514. 

2  Text  in  op.  cit.,  pp.  2515-6. 
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(3)  ‘  Complete  suppression  of  all  organized  movements  interfering  with 
freedom  of  trade  and  stirring  up  international  hatred.’  Paragraph  2 
of  the  two  drafts  declares  that  the  two  Governments  ‘are  bound  to  take 
measures  to  suppress  hostile  agitation’. 

(4)  ‘Effective  protection  throughout  Manchuria  of  all  peaceful  pur¬ 
suits  undertaken  by  Japanese  subjects.’  Paragraph  1  of  both  drafts 
declares  that  the  ‘Chinese  Government  are  pledged  to  the  effective 
protection  of  Japanese  subjects  residing  in  Manchuria’. 

In  regard  to  the  fifth  of  the  ‘Japanese  fundamental  points’ — ‘respect 
for  treaty  rights  of  Japan  in  Manchuria’ — Monsieur  Briand,  in  his 
letter  of  the  29th  October,  drew  Mr.  Yoshizawa’s  attention  to  the 
Chinese  Government’s  declaration  which  had  been  conveyed  in 
Mr.  Sze’s  letter  of  the  24th. 

On  the  7th  November,  Mr.  Yoshizawa  answered  Monsieur  Briand’s 
letter  in  courteous  but  evasive  terms.1 

Meanwhile,  the  situation  in  Manchuria,  so  far  from  showing  any 
signs  of  improvement,  had  been  made  alarmingly  worse  by  the  exten¬ 
sion  of  Japanese  military  operations  to  the  Nonni  River;2  and  both 
Monsieur  Briand  and  Mr.  Stimson  were  aroused,  by  this  new  turn 
for  the  worse,  to  fresh  diplomatic  action. 

A  second  appeal  from  Monsieur  Briand  to  the  Chinese  and  Japanese 
Governments,  reminding  them  of  their  engagements,  was  sent  out  on 
the  6th  November,3  and  a  third  appeal  on  the  11th.4  At  Washington, 
on  the  6th  November,  it  was  announced  that  verbal  representations 
to  the  Japanese  Government  had  been  made  (on  the  5th)  by  the 
United  States  Ambassador  at  Tokyo. 

The  approach  of  the  date  on  which  the  Council  of  the  League  of 
Nations  was  to  resume  its  session  raised  the  question  whether  the 
United  States  Government  would  again  participate  in  the  Council’s 
proceedings,  and,  if  so,  in  what  form.  On  the  6th  November,  Mr. 
Stimson  stated  that 

the  policy  of  the  Government  of  the  United  States  remains  unchanged, 
namely,  by  acting  independently  through  the  diplomatic  channels  and 
reserving  complete  independence  of  judgment  as  to  each  step,  to  co¬ 
operate  and  support  other  nations  of  the  world  in  their  objective  of  peace 
in  Manchuria. 

1  Text  of  Mr.  Yoshizawa’s  letter  of  the  7tli  November,  1931,  in  op.  cit., 
pp.  2516-17.  Text  of  memorandum,  dated  the  31st  October,  by  Mr.  Sze  on  the 
Japanese  memorandum  of  the  26th  in  op.  cit.,  pp.  2517-19. 

2  See  p.  450  above. 

3  Text  of  this  second  appeal,  and  of  the  Chinese  and  Japanese  replies,  in 
League  of  Nations  Official  Journal,  December  1931,  pp.  2521-2.  For  Monsieur 
Briand’s  first  appeal  of  the  9th  October,  see  p.  488  above. 

4  Texts  of  this  third  appeal,  and  of  the  Chinese  and  Japanese  replies,  in 
op.  cit.,  pp.  2523-4. 
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On  the  1 1th  November,  Mr.  Stimson  announced1  that  he  had  asked 
the  United  States  Ambassador  in  London,  General  Dawes,  to  go  to 
Paris — the  meeting-place  which  had  been  chosen  for  the  next  sitting 
of  the  League  Council — while  the  sitting  was  in  progress.  Mr.  Stimson 
added  that 

it  is  not  anticipated  that  General  Dawes  will  find  it  necessary  to  take 
part  in  the  meetings  of  the  League  Council,  but  he  will  be  in  a  position 
to  confer  with  the  representatives  of  the  other  nations  present  in  Paris 
in  case  such  conference  should  seem  desirable. 

General  Dawes  duly  proceeded  to  Paris  ;  and  on  the  20th  November 
he  made  a  public  statement2  on  the  reasons  for  his  presence  there  in 
a  different  capacity  from  that  of  Mr.  Gilbert  at  Geneva  on  the  16th- 
24th  October. 

The  United  States  is  of  course  not  a  member  of  the  League  of  Nations, 
and  it  therefore  cannot  take  part  in  the  discussions  bearing  upon  the 
application  of  the  machinery  of  the  League  Covenant.  Since  in  the 
present  crisis  it  may  be  possible  that  such  discussions  may  arise,  it  is 
obvious  that  my  presence  at  the  meetings  of  the  Council  would  not  only 
be  inappropriate  but  might  even  embarrass  the  efforts  of  the  Council 
itself.  But  the  position  thus  necessarily  assumed  by  the  United  States  in 
no  way  indicates  that  the  United  States  is  not  wholly  sympathetic  with 
the  efforts  being  made  by  the  League  to  support  the  objective  of  peace 
in  Manchuria.  The  United  States  must,  however,  preserve  its  full  free¬ 
dom  of  judgment  as  to  its  course. 

General  Dawes’s  statement  of  the  20th  November  was  to  be  inter¬ 
preted  in  the  light  of  a  foregoing  statement3  made  by  Mr.  Stimson  at 
Washington  on  the  18th. 

This  Government  has  consistently  urged  and  is  continuing  to  urge 
that  only  peaceful  means  and  not  military  pressure  shall  be  used  in  the 
settlement  of  the  dispute  between  China  and  Japan  regarding  Man¬ 
churia.  It  understands  that  this  is  the  essence  of  the  position  taken  by 
the  nations  represented  on  the  Council  of  the  League  of  Nations  at  Paris. 
This  Government  earnestly  hopes  that  the  negotiations  now  going  on  in 
Paris  will  find  a  way  wdiich  will  lead  to  a  settlement  of  the  difficulty  in 
accordance  with  these  principles. 

Meanwhile,  the  Council  of  the  League  of  Nations  had  reassembled 
on  the  16th  November  to  find  itself  in  a  humiliating  situation.  Since 
the  Japanese  delegate  on  the  Council  had  invalidated  the  Committee 
of  Twelve’s  draft  resolution  by  his  single  contrary  vote  on  the  24th 
October,  the  Japanese  army  had  been  flouting  the  resolution  of  the 
30th  September,  which  was  admittedly  binding  upon  the  Japanese 

1  Text  of  this  announcement  in  the  United  States  Daily,  12th  November, 
1931. 

2  Text  ibid.,  21st  November,  1931. 

3  Text  ibid.,  19th  November,  1931. 
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Government,  by  vastly  extending  the  area  of  its  military  operations 
in  Manchuria.  When  she  had  thus  taken  her  revenge  upon  the  other 
States  Members  of  the  Council  for  having  three  times  over  placed  her 
in  a  minority  of  one  in  the  course  of  the  previous  sitting,1  Japan  now 
offered  the  other  Powers  an  opportunity  to  save  their  faces  by  herself 
suggesting  a  course  of  action  for  the  Council  to  take.  At  a  meeting  of 
the  Council  on  the  21st  November,  Mr.  Yoshizawa  proposed,  on  his 
Government’s  behalf,  ‘that  the  League  of  Nations  should  send  a 
Commission  of  Inquiry  to  the  spot’.2  At  the  next  public  meeting  of 
the  Council,  which  was  not  held  until  the  9th  December,3  the  following 
draft  resolution,  embodying  this  Japanese  proposal,4  was  put  before 
the  Council  by  the  President. 

The  Council, 

(1)  Reaffirms  the  resolution  passed  unanimously  by  it  on  September 
30th,  1931,  by  which  the  two  parties  declare  that  they  are  solemnly 
bound ;  it  therefore  calls  upon  the  Chinese  and  Japanese  Governments 
to  take  all  steps  necessary  to  assure  its  execution,  so  that  the  withdrawal 
of  the  Japanese  troops  within  the  railway  zone  may  be  effected  as 
speedily  as  possible  under  the  conditions  set  forth  in  the  said  resolution  ; 

(2)  Considering  that  events  have  assumed  an  even  more  serious 
aspect  since  the  Council  meeting  of  October  24th  ; 

Notes  that  the  two  parties  undertake  to  adopt  all  measures  necessary 
to  avoid  any  further  aggravation  of  the  situation  and  to  refrain  from  any 
initiative  which  may  lead  to  further  fighting  and  loss  of  life ; 

(3)  Invites  the  twm  parties  to  continue  to  keep  the  Council  informed 
as  to  the  development  of  the  situation ; 

(4)  Invites  the  other  Members  of  the  Council  to  furnish  the  Council 
with  any  information  received  from  their  representatives  on  the  spot ; 

(5)  Without  prejudice  to  the  carrying  out  of  the  above-mentioned 
measures, 

Desiring,  in  view  of  the  special  circumstances  of  the  case,  to  con¬ 
tribute  towards  a  final  and  fundamental  solution  by  the  two  Govern¬ 
ments  of  the  questions  at  issue  between  them ; 

Decides  to  appoint  a  Commission  of  five  members  to  study  on  the  spot 
and  to  report  to  the  Council  on  any  circumstance  which,  affecting 
international  relations,  threatens  to  disturb  peace  between  China  and 

1  For  these  three  occasions,  see  pp.  491  and  496-7  above. 

2  League  of  Nations  Official  Journal,  December  1931,  p.  2365. 

3  In  the  interval  between  the  League  Council  meetings  of  the  21st  November 
and  the  9th  December  in  Paris,  the  situation  in  Manchuria  had  taken  a  still 
graver  turn  for  the  worse  owing  to  the  renewal  of  the  Japanese  army’s  threat 
to  Chinchow.  (See  pp.  454-5  above.)  In  consequence,  the  President  of  the 
Council  had  addressed  a  fourth  appeal  to  the  Chinese  and  Japanese  Govern¬ 
ments  on  the  25th  November,  as  has  been  mentioned  on  p.  454  above.  (Texts 
of  this  appeal  and  of  the  Chinese  and  Japanese  Governments’  replies  in 
League  of  Nations  Official  Journal,  December  1931,  pp.  2529-30). 

4  Certain  passages  in  this  resolution  dealt  with  the  military  situation  of  the 
moment  in  Manchuria.  For  this,  see  pp.  455-7  above. 
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Japan,  or  the  good  understanding  between  them,  upon  which  peace 
depends ; 

The  Governments  of  China  and  of  Japan  will  each  have  the  right  to 
nominate  one  assessor  to  assist  the  Commission. 

The  two  Governments  will  afford  the  Commission  all  facilities  to 
obtain  on  the  spot  whatever  information  it  may  require. 

It  is  understood  that,  should  the  two  parties  initiate  any  negotiations, 
these  would  not  fall  within  the  scope  of  the  terms  of  reference  of  the 
Commission,  nor  would  it  be  within  the  competence  of  the  Commission 
to  interfere  with  the  military  arrangements  of  either  party. 

The  appointment  and  deliberations  of  the  Commission  shall  not  preju¬ 
dice  in  any  way  the  undertaking  given  by  the  Japanese  Government  in 
the  resolution  of  September  30th  as  regards  the  withdrawal  of  the 
Japanese  troops  within  the  railway  zone. 

(6)  Between  now  and  its  next  ordinary  session,  which  will  be  held  on 
January  25th,  1932,  the  Council,  which  remains  seized  of  the  matter, 
invites  its  President  to  follow  the  question  and  to  summon  it  afresh  if 
necessary. 

This  resolution  was  adopted  by  the  Council  on  the  10th  December, 
1931,  by  a  unanimous  vote,  including  the  voices  of  the  Chinese  as 
well  as  the  Japanese  delegate,  after  Mr.  Yoshizawa  and  Mr.  Sze  had 
each  made  a  statement  in  regard  to  the  attitudes  of  their  respective 
Governments.1 

This  bare  record  of  the  public  facts  would  be  incomplete  without 
some  reference  to  the  negotiations  which  had  been  taking  place,  from 
the  22nd  November  to  the  9th  December,  behind  the  scenes.  During 
these  days,  there  was  not  only  a  conflict  of  wills  over  the  Far  Eastern 
problem  between  the  Chinese  and  Japanese  Governments  but  also 
a  conflict — on  the  wider  and  ultimately  more  momentous  issue  of  the 
life  or  death  of  ‘  the  collective  system  ’  of  security — between  the  non- 
Great  Powers  (other  than  China),  represented  on  the  League  Council 
and  the  permanent  members  (other  than  Japan) :  particularly  Great 
Britain,  whose  delegate  on  the  Council  was  now  Sir  John  Simon. 

As  between  China  and  Japan,  the  issue  of  the  moment  was  stated 
as  follows  in  a  memorandum  of  the  22nd  November2  from  Mr.  Sze  on 
the  proposal  for  the  appointment  of  a  Commission  of  Inquiry  which 
had  been  put  forward  the  day  before  by  Mr.  Yoshizawa. 

In  principle,  there  can  be  no  objection  to  a  properly  constituted  Com¬ 
mission  to  investigate  and  report  upon  the  existing  situation  in  Man¬ 
churia.  ...  I  beg,  however,  to  point  out  that  .  .  .  enquiry,  without  at  the 
same  time  providing  for  immediate  cessation  of  hostilities  and  for  the 
withdrawal  of  Japanese  forces  (such  withdrawal  to  begin  at  once  and 
proceed  progressively  to  prompt  completion)  becomes  a  mere  device 

1  Texts  of  these  statements  in  Leaque  of  Nations  Official  Journal,  December 
1931,  pp.  2376-7. 

2  Text  in  op.  cit.,  pp.  2528-9. 
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to  condone  and  perpetuate  for  a  more  or  less  indefinite  period  the  un¬ 
justifiable  occupation  of  China’s  territory  by  an  aggressor  who  has 
already  virtually  attained  his  unlawful  objective  while  these  discussions 
have  been  going  on. 

During  the  immediately  following  days,  the  Japanese  army  in 
Manchuria,  so  far  from  withdrawing  into  the  Japanese  zone,  was 
threatening  to  drive  out  the  Chinese  troops  and  the  Chinese  adminis¬ 
trative  authorities  from  the  Chinchow  district:  the  last  fragment  of 
the  vast  Manchurian  territories,  juridically  under  Chinese  administra¬ 
tion,  in  which  the  juridical  regime  was  still  surviving  de  facto.  While 
the  Chinese  Government  were  unwilling  to  assent  to  the  proposal  for 
a  Commission  of  Inquiry  without  at  least  receiving  some  assurance 
that  the  Japanese  military  occupation  of  Manchuria  would  not  be 
extended  to  the  Chinchow  district,  the  Japanese  Government  were 
unwilling  to  concur  in  any  stipulation  which  might  have  the  effect 
of  tying  the  Japanese  army’s  hands. 

As  for  the  neutral  members  of  the  Council,  their  common  effort 
to  draft  a  resolution  which  would  be  unobjectionable  to  the  Chinese 
and  the  Japanese  Government  simultaneously  did  not  prevent  them 
from  being  divided  among  themselves  into  the  two  camps  above- 
mentioned. 

Since  the  very  beginning  of  the  League’s  intervention  in  the  Sino- 
Japanese  conflict,  the  Governments  and  peoples  of  the  small  countries 
represented  on  the  Council  had  been  feeling  that,  in  the  handling  of 
this  dispute,  the  destinies  of  ‘the  collective  system’  of  security  were 
at  stake ;  and  this  was  an  issue  over  which  they  were  more  deeply 
moved  than  were  the  Governments  and  peoples  of  the  Great  Powers. 
For  the  small  nations  were  wholehearted  supporters  of  a  system  in 
which  they  saw  the  only  hope  for  their  own  security — in  contrast  to 
the  attitude  of  the  Great  Powers,  who  still  believed  in  their  own  naval 
and  military  strength  and  were  therefore  still  inclined  to  regard  ‘the 
collective  system  ’  not  as  an  asset  but  as  a  liability  which  might  expose 
them  to  the  risk  of  having  to  spend  their  strength  on  serving  as  their 
brothers’  keepers  instead  of  continuing  to  play  ‘the  strong  man 
armed  ’  of  the  parable  who  had  not  yet  encountered  a  stronger  than 
himself. 

Without  presuming  to  divine  which  of  these  two  attitudes  towards 
‘the  collective  system’  was  the  better  adjusted  to  the  realities  of  the 
post-war  world,  we  may  note  that  the  divergence  between  them  was 
apparent  throughout  the  diplomatic  proceedings  over  the  Sino- 
Japanese  conflict  of  1931-2.  In  the  first  phase,  however,  the  delegates 
of  the  small  countries  on  the  Council — exercising  their  habitual  and 
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almost  compulsory  virtues  of  self-restraint  and  self-effacement — had 
been  content  to  leave  the  initiative  in  the  Great  Powers’  hands,  in 
recognition  of  the  material  fact  that,  if  action  on  the  Council’s  part 
were  to  bring  the  sanctions  of  the  Covenant  into  play,  it  would  be  the 
Great  Powers  and  not  the  small  countries  that  would  have  to  bear 
the  brunt.  In  the  third  sitting  of  the  Council,  which  began  on  the 
16th  November,  the  modesty  of  the  small  countries  was  outweighed 
at  last  by  their  anxiety  lest  the  Great  Powers  might  really  so  far  abuse 
their  licence  as  to  allow  ‘the  collective  system’  of  security  to  break 
down  altogether,  rather  than  incur  responsibilities  which  might  con¬ 
ceivably  commit  them  to  employing  their  naval  and  military  strength 
in  the  public  interest.  Accordingly,  during  the  secret  negotiations  of 
the  22ncl  November-8th  December,  1931,  the  delegates  of  the  small 
countries  on  the  Council  rose  in  revolt  against  the  apparent  com¬ 
placence  of  the  Great  Powers  towards  the  Japanese  ;  and  this  rebellion 
of  the  small  countries  was  one  of  the  factors  which  operated  both  to 
protract  the  proceedings  and  eventually  to  stiffen  the  resolution 
(recorded  above)  which  was  finally  adopted  by  a  unanimous  vote  of 
the  Council  on  the  10th  December. 

At  the  sitting  of  the  Council  on  that  day,  after  the  formal  act  of 
adopting  the  resolution  had  taken  place,  the  echoes  of  a  controversy 
which  had  been  in  progress  for  many  days  in  private  were  faintly 
heard  in  public  in  the  conclusion  of  the  debate.  Monsieur  Briand, 
himself,  sought  to  allay  the  small  countries’  anxieties  by  explicitly 
disclaiming  any  idea  that  the  Council’s  action  constituted  ‘a  model 
settlement  which  could  serve  as  a  precedent  for  the  future  ’ ;  and  he 
took  care  to  reaffirm  the  principles  of  the  Covenant  and  the  Kellogg 
Pact  in  language  which  the  small  nations  would  approve. 

Except  in  the  case  of  an  express  stipulation  in  treaties  in  force,  the 
Covenant  of  the  League  of  Nations  does  not  authorize  a  State,  however 
well  founded  its  grievances  against  another  State,  to  seek  redress  by 
methods  other  than  the  pacific  methods  set  forth  in  Article  12  of  the 
Covenant.  For  Members  of  the  League  that  is  a  fundamental  principle, 
in  the  same  way  as  the  ‘scrupulous  respect  for  all  treaty  obligations’, 
on  which  such  stress  has  rightly  been  laid  in  the  Preamble  to  the  Cove¬ 
nant.  These  two  principles  are  of  equal  value.  Any  infringement  of 
either  lays  a  grave  responsibility  on  Members  of  the  League.  This 
responsibility  was  reaffirmed  in  the  Pact  of  Paris,  whose  signatories 
assumed  or  renewed  the  undertaking  to  resort  to  pacific  means  alone 
for  the  settlement  of  international  disputes. 

Four  other  delegates — Senor  Matos  (Guatemala),  Monsieur  de 
Chlapowski  (Poland),  Senor  Gonzalez-Prada  (Peru)  and  Senor  Garay 
(Panama) — took  occasion  to  follow  Monsieur  Briand’s  example  by 
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placing  on  record  their  view  that  the  Council’s  action  in  this  affair 
could  not  be  taken  as  a  precedent.1 

All  these  speakers  alike  sought  to  justify  a  course  of  action  which 
they  did  not  wish  to  see  repeated  on  the  plea  of  exceptional  measures 
in  exceptional  circumstances ;  and  this  plea  evoked  a  sarcastic  com¬ 
ment  from  Mr.  Sze. 

Reference  has  been  made  to  the  special  character  of  the  question 
before  us.  I  should  like  to  say  that  China  cannot  be  expected  to  admit 
that  the  operation  of  treaties,  covenants  and  accepted  principles  of 
international  law  stops  at  the  border  of  Manchuria. 

On  the  other  hand,  the  Council’s  action  was  supported  by  the 
Government  of  the  United  States.  On  the  25th  November,  it  was 
announced  by  Mr.  Stimson  at  Washington  that  the  proposal  to  send 
out  a  neutral  commission  had  received  the  United  States  Govern¬ 
ment’s  approval ;  and  at  Paris,  on  the  same  day,  General  Dawes,  on 
his  Government’s  behalf,  expressed  approval  of  the  general  import  of 
the  draft  resolution  which  was  at  that  time  in  question.  On  the  10th 
December,  the  League  Council’s  resolution  of  that  day  was  welcomed 
by  Mr.  Stimson  in  warm  language.2 

The  proceedings  of  the  10th  December,  1931,  brought  the  sixty- 
fifth  session  of  the  Council  of  the  League  of  Nations  to  an  end.  The 
first  four  paragraphs  of  the  unanimous  resolution  of  that  date,  on 
which  so  much  labour  had  been  spent,  were  turned  to  ridicule  by  the 
Japanese  occupation  of  Chinchow  and  Shanhaikwan  on  the  third  day 
of  the  New  Year.3  The  fifth  paragraph,  embodying  the  decision  to  send 
out  a  Commission  of  Inquiry,  was  left  as  the  sole  positive  result  which 
the  Council  had  to  show  for  nearly  three  months’  work.  The  appoint¬ 
ment,  experiences  and  report  of  the  Commission  will  be  dealt  with 
in  the  Survey  for  1932. 

ADDITIONAL  NOTE 

A  narrative  of  such  controversial  transactions  as  those  which  are  re¬ 
corded  in  the  preceding  section  is  inevitably  coloured  by  the  personal  views 
and  sympathies  of  the  narrator.  The  attitude  of  mind  of  the  writer  of  this 
Survey  is  well  known  to  himself  and  will  be  equally  manifest  to  his  readers. 
As  a  corrective,  he  offers  the  following  general  comments  from  the  hand  of 
the  authoritative  neutral  observer  who  has  been  quoted  above  several 
times  already : 

‘I  have  never  been  able  to  agree  that  the  League’s  failure  in  this  case 

1  These  four  statements  of  view  will  be  found  in  League  of  Nations  Official 
Journal,  December  1931,  pp.  2380-2.  Compare  the  similar  view  expressed  on 
the  21st  November  by  Senor  Lerroux  (Spain),  which  will  be  found  in  op.  cit., 
on  pp. 2367-8. 

2  Text  of  Mr.  Stimson’s  statement  of  the  10th  December,  1931,  in  the  United 

States  Daily,  1 1th  December,  1931.  3  See  p.  460  above. 
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(for  it  was  a  failure)  demonstrated  the  failure  of  the  ‘collective  system  . 
It  seems  to  me  that  it  would  be  foolish  to  expect  that  the  Covenant,  con¬ 
sidering  the  circumstances  in  which  it  was  drafted,  was  anything  but  a 
very  imperfect  instrument ;  and  one  need  not  therefore  be  unduly  cast 
down  if  the  Sino-Japanese  dispute  showed  up  one  of  the  essential  weak¬ 
nesses  of  the  Covenant.  Under  the  Covenant,  in  certain  circumstances, 
sanctions  are  automatically  brought  into  play.  It  was  obviously  impossible, 
however,  to  apply  the  sanctions  of  the  Covenant  in  the  case  of  an  obscure 
and  complicated  dispute  between  two  Oriental  peoples — especially  when 
it  was  commonly  believed  that  as  regards  the  fundamental  merits  of  the 
dispute  the  aggressor  had  a  good  deal  of  right  on  his  side.  Further  reflec¬ 
tion  showed  that  in  any  case  Governments  cannot  apply  sanctions  unless 
public  opinion  approves.  ...  It  is  a  very  great  evil  that  statesmen  should 
set  their  hand  to  obligations  which  they  cannot  induce  their  countries  to 
carry  out.  It  tends  to  breed  contempt  for  all  international  obligations, 
just  as  in  the  United  States  the  passage  of  laws  which  cannot  be  enforced 
breeds  contempt  for  all  law.  ...  If  the  Sino-Japanese  dispute  were  to  have 
proved  that  sanctions  should  be  eliminated  from  the  Covenant  and  that 
it  would  be  wiser  instead  to  adopt  the  American  attitude  of  reliance  on 
moral  force  and  world  opinion,  I  do  not  think  that  any  harm  would  have 
been  done. 

‘It  is  true  that  such  moral  pressure  as  was  brought  to  bear  on  Japan  did 
not  have  much  effect ;  but  it  does  not  follow  from  this  that  it  would  not  be 
highly  effective  in  a  dispute  between  Western  peoples  wrhose  minds  are 
not  separated  by  an  impassable  gulf  from  the  mentality  of  the  framers  of 
the  League  Covenant.  There  was  a  madhouse  air  of  unreality  about  all 
the  League  proceedings.  Both  the  parties  were  prepared  to  say  anything 
that  the  rules  of  the  Geneva  game  demanded,  whether  it  had  any  relation 
to  fact  or  not.  China  was  obviously  much  cleverer  at  this  game  than 
Japan.  .  .  .  She  played  the  Geneva  game  with  such  superb  skill  that  she 
quickly  established  herself  as  the  ‘good  boy’  of  the  League.  The  universal 
hostility  to  Japan  did  not  seem  to  mean  more  to  Japan  than  that  China 
had  beaten  her  in  this  particular  game.  I  cannot  imagine,  however,  any¬ 
thing  like  this  elaborate  play-acting  taking  place  between  countries  with 
Western  mentalities.  My  strong  impression  is  that  in  such  cases  the  con¬ 
centrated  force  of  world  opinion  focussed  at  Geneva  would  be  well-nigh 
irresistible. 

‘In  this  connexion  it  must  also  be  remembered  that  the  League — in 
accordance  with  its  established  principles — was  unwilling  to  consider  the 
substance  of  the  dispute  [before  having  secured  a  restoration  of  the 
military  status  quo  ante — A.  J.  T.].  As  to  this,  Japan  passionately  believed 
that  she  was  in  the  right  and  China  in  the  wrrong,  and  she  was  therefore 
not  much  moved  by  the  hostility  with  which  she  met  at  Geneva.  She  may 
have  attributed  this  to  annoyance  because  Japan  had  upset  Geneva’s 
apple  cart.  I  confess,  I  myself  was  troubled  at  times  at  some  of  the  mani¬ 
festations  of  this  hostility.  For  example,  in  regard  to  the  invitation  to 
America,  I  believe  that  Japan  was  in  the  right;  but  the  League  were  so 
eager  to  secure  American  co-operation  that  Japan’s  arguments  were 
brushed  aside  (she  was  the  ‘bad  boy’,  anyway!)  and  the  question  was 
decided  over  her  head. 
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‘There  are  one  or  two  other  points  to  which  I  may  as  well  refer : 

‘(1)  The  League  insisted  that  the  Japanese  forces  must  withdraw  before 
anything  else  was  discussed. 

‘This  attitude  was  based  on  precedent,  but  in  this  case  the  Japanese 
forces  had  not  violated  a  national  frontier.  It  is  one  thing  to  withdraw 
troops  behind  a  frontier  into  your  own  country  where  they  would  be  per¬ 
fectly  safe:  it  is  quite  another  thing  to  withdraw  them  to  a  railway-line 
running  through  a  foreign  country  where  they  might  easily  be  surrounded. 
(Japan  did  not  use  this  argument ;  but  she  conducted  her  case  with  extreme 
incompetence.) 

‘(2)  The  thirteen-to-one  resolution  seemed  to  me  an  error  of  judgment. 
It  was  a  peremptory  order  issued  by  the  League  to  a  Great  Power;  but 
everybody  knew  that  nothing  whatever  woidd  or  could  be  done  to  enforce 
the  order.  If  Japan  had  yielded  to  intimidation  and  withdrawn  her  troops, 
Manchuria  would  have  been  delivered  over  to  a  more  horrible  state  of 
anarchy  and  misrule  even  than  before.  The  League  would  have  been  held 
responsible  for  this  ;  but  it  would  have  been  quite  impossible  for  the  League 
to  step  in  and  restore  order  in  Manchuria. 

‘A  great  deal  of  what  I  have  written  above  is  of  course  academic,  be¬ 
cause  the  fundamental  fact  of  the  situation  was  that  the  Japanese  army 
had  determined  to  kick  out  Chang  Hsueh-liang  and  settle  all  their  diffi¬ 
culties  in  Manchuria  quite  regardless  of  the  views  of  the  Japanese  Foreign 
Office  and  other  civilians  and  quite  regardless  of  the  proceedings  at  Geneva. 
It  is  also  the  fact  that  the  Japanese  Government  behaved  with  extreme 
imbecility  and  as  a  rule  made  it  impossible  for  the  League  to  act  otherwise. 

‘Nevertheless,  I  cannot  help  feeling  that  it  was  unwise  (a)  not  to  take 
account  from  the  beginning  of  the  fundamental  facts  of  the  Far  Eastern 
situation,  and  ( b )  to  encourage  false  hopes  in  China. 

‘The  feeling  that  Europe  did  not  care  a  straw  about  Japan’s  special 
difficulties  or  about  the  essential  merits  of  the  dispute  tended  to  alienate 
Japan  and  to  drive  her  into  the  extreme  courses  which  she  ultimately 
followed.  On  the  other  hand,  it  is  of  course  extremely  doubtful  whether 
anything  could  have  made  the  Japanese  military  act  with  moderation  and 
wisdom. 

‘As  for  China,  wTe  should  have  told  her  from  the  beginning  that  she  was 
very  largely  to  blame  for  her  open  disregard  of  treaty  obligations  and  for 
her  shocking  misgovernment,  both  of  which  were  ruining  economic  in¬ 
terests  in  Manchuria  which  were  vital  to  Japan’s  existence  as  a  nation; 
that  it  was  useless  to  look  to  the  Powers  for  protection  because,  whatever 
the  Covenant  might  say,  no  country  was  going  to  apply  sanctions  to  J apan 
merely  in  order  to  re-establish  Chinese  misrule  in  Manchuria ;  that  there¬ 
fore  China  had  better  try  and  stop  her  own  senseless  civil  wars,  set  her 
house  in  order  and  try  and  make  the  best  terms  she  could  with  J  apan ;  and 
that  if  she  took  this  course  we  would  do  our  best  to  see  that  she  got  a  fair 
deal.  I  still  think  that  this  was  the  course  that  ought  to  have  been 
adopted.’ 

The  following  consideration  has  been  put  forward  by  another  neutral 
observer  who  also  read  this  Part  of  the  present  volume  in  draft: 

‘I  think  that  you  have  set  up  an  impossible  standard  for  judging  Japan 
— namely  a  ‘League’  standard  which  only  the  most  civilized  elements  in 
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the  most  civilized  of  the  Western  countries  really  believe  in  and  attempt 
to  follow.  Of  course  Japan  signed  the  Covenant,  the  Pact,  &c. ;  but  even 
if  she  knew  in  her  heart  that  in  vital  matters  she  would  never  defer  to  the 
League,  what  actually  could  she  have  done  in  1919  and  after?  To  my 
mind  there  never  was  a  question  of  her  following  League  standards  in 
Manchuria.  The  standards  she  has  followed  are,  I  suggest,  more  or  less 
comparable  to  ours  [the  writer  is  a  British  subject — A.  J.  T.]  at  the  heyday 
of  our  imperial  days  at  the  beginning  of  the  century  (when  we  thought 
ourselves  very  civilized!)  and  is  not  that  about  as  much  as  you  can  expect 
of  a  country  so  recently  introduced  into  the  society  of  nations  ?  Now  if 
you  will  only  judge  her  by  these  standards  (and  we  are  merely  blind  to  the 
obvious  in  expecting  others  of  her)  you  get  quite  a  different  picture  to  that 
which  you  paint.  .  .  . 

‘  In  the  old  days  we  were  not  afraid  to  face  out  the  stark  facts  of  a  situa¬ 
tion  like  the  Manchuria  one  and  did  not  feel  the  necessity  to  camouflage 
or  water  down  discussion.  One  of  the  disadvantages  of  the  League,  &c., 
is  to  produce  a  tendency  to  treat  such  situations  in  an  indirect  manner  and 
to  employ  verbal  patchwork.  It  is  a  little  hke  the  Victorian  habit  of 
wrapping  up  sexual  questions  in  a  veil  of  prudery — the  facts  are  there  all 
the  time.’ 


APPENDIX 

CHRONOLOGY  OF  EVENTS,  19311 

N.B.  The  following  abbreviations  are  used  in  the  references  to  the  published 
texts  of  treaties  and  documents:  Cmd.  =  British  Parliamentary  Paper;  E.N.= 
L' Europe  Nouvelle;  E.G.=  Europaische  Gesprache ;  G.D.  =  Gazzetta  Ufficiale 
(Italy);  L.  of  N.  =  League  of  Nations  Publication;  L.N.M.S.  =  League  of 
Nations  Monthly  Summary;  L.N .O.J .=  League  of  Nations  Official  Journal; 
L.N.T.S.  =  League  of  Nations  Treaty  Series;  M.B.—  Moniteur  Beige;  O.M.= 
Oriente  Moderno ;  P.C.I.J.  =  Permanent  Court  of  International  Justice; 
B.I.I.C.=  Pevue  de  VInstitut  International  du  Commerce;  S.  =  Staatsblad 
(Netherlands);  U.S.D.=  United  States  Daily  ;  U.S.E.A.=  United  States  Execu¬ 
tive  Agreement  Series  ;  U.S.T.S.=  United  States  Treaty  Series. 

Afghanistan 

1931,  June  24.  Neutrality  and  non -aggression  treaty  signed  with 
U.S.S.R.  at  Kabul  replacing  treaty  of  Paghman  of  Aug.  31,  1926. 
Ratifications  exchanged  Oct.  20  (0.31.  Sept.  1931). 

Albania 

1931,  June  24.  Notes  exchanged  with  Italy  effecting  financial  agree¬ 
ment  ( G.U .  Sept.  7,  1931). 

Oct.  26.  Albania  recognized  by  Turkey. 

Argentina 

1931,  Sept.  25.  Currency  based  on  dollar  instead  of  on  gold. 

Nov.  8.  General  Justo  elected  President. 

See  also  under  Germany,  June  27. 

Australia.  See  under  Disarmament,  May  21 ;  Inter -Governmental  Debts, 

April  9. 

Austria 

1931,  Jan.  26.  Treaty  of  arbitration,  conciliation  and  friendship  signed 
with  Hungary.  Ratifications  exchanged  Aug.  12.  Came  into  force 
Aug.  27. 

March  19.  Customs  union  agreement  signed  with  Germany  (P.C.I.J., 
Series  C,  No.  53,  p.  608).  March  21,  outline  of  scheme  published. 
M.  Briand  made  representations  to  Herr  von  Hoesch.  March  22, 
Czechoslovakian,  French,  and  Italian  representatives  in  Vienna 
protested  against  contravention  of  1922  Protocol.  March  23, 
Austrian  Government  published  Protocol.  March  25,  Mr.  Hender¬ 
son  discussed  the  scheme  with  M.  Briand  and  suggested  that 
it  should  be  referred  to  the  League  Council.  Representations  by 
British  representatives  in  Berlin  and  Vienna.  March  26,  Dr.  Benes 

1  In  this  Chronology  only  a  few  treaties  of  political  importance  are  included. 
For  a  full  list  of  bilateral  and  multilateral  treaties  and  conventions  signed  or 
ratified  during  the  year  1931,  see  the  supplementary  volume,  Documents  on 
International  Affairs,  1931. 
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Austria:  cont. 

stated  that  Czechoslovakia  could  not  accept  plan  but  would  agree 
to  League  discussion.  March  28,  speech  by  M.  Briand  in  Senate. 
March  30,  statement  by  Mr.  Henderson  in  House  of  Commons. 
March  31,  speech  by  Dr.  Curtius  before  Reichsrat  agreeing  to  Mr. 
Henderson’s  proposal.  April  10,  British  Government  requested 
Secretariat  to  include  plan  in  Council  agenda.  April  23,  further 
statement  by  Dr.  Benes.  May  7-8,  debate  in  French  Chamber  of 
Deputies.  May  8,  speech  by  M.  Briand  (Temps,  May  10,  1931). 
May  9,  speech  by  Dr.  Curtius.  May  15,  Control  Committee  for  1922 
loan  met  in  Geneva.  May  16-17,  Commission  for  European  Union 
considered  plan.  May  17-18,  French  memoranda  presented  to  Com¬ 
mission  and  Council  (L.N.O.J.,  July  1931).  May  19,  Council  adopted 
Mr.  Henderson’s  proposal  to  refer  the  juridical  aspect  of  the  ques¬ 
tion  to  the  Permanent  Court  for  an  advisory  opinion.  Sept.  3, 
Austrian  and  German  representatives  on  Commission  for  European 
Union  stated  that  the  plan  had  been  given  up.  Sept.  5,  Permanent 
Court  decided  by  eight  votes  to  seven  that  the  plan  infringed  Protocol 
of  Oct.  4,  1922  ( P.C.I.J. ,  Series  A/B,  No.  41 ;  Series  C,  No.  53). 

May  1 1 .  Government  communique  issued  regarding  position  of  Credit- 
Anstalt.  May  15,  Bill  passed  regarding  state  assistance  for  bank. 
May  25,  committee  set  up  in  London.  May  28,  National  Assembly 
passed  law  guaranteeing  international  reconstruction  credits.  May 
29,  Bank  for  International  Settlements  and  ten  central  banks 
offered  foreign  exchange  credit  to  National  Bank.  June  16,  Dr. 
Ender’s  Cabinet  resigned.  Bank  of  England  advanced  150,000,000 
schillings  to  National  Bank.  June  20,  Dr.  Buresch  formed  a 
Cabinet.  June  27,  Order  in  Council  guaranteeing  Credit-Anstalt 
deposits,  held  by  residents  in  Austria.  July  15,  National  Assembly 
passed  Credit-Anstalt  Reorganization  Bill,  which  was  approved  by 
Federal  Council  on  July  22.  Aug.  10,  Government  announced 
entry  into  financial  negotiations  with  League  of  Nations.  Aug.  16- 
21,  M.  Avenol,  Deputy  Secretary-General  and  Mr.  Loveday, 
Director  of  Financial  Section,  visited  Vienna.  Sept.  4,  League 
Council  and  Financial  Committee  considered  situation  of  Austria. 
Sept.  13,  General  Committee  of  Austrian  National  Assembly  agreed 
to  League  proposals.  Oct.  5,  Dr.  Redlich,  Finance  Minister,  resigned 
and  was  succeeded  by  Dr.  Weidenhoffer  on  Oct.  16.  Oct.  8,  Decree 
issued  controlling  foreign  exchange  transactions  ;  further  amended 
Oct.  16  and  Nov.  19.  Nov.  9,  Bank  for  International  Settlements 
decided  to  adjourn  examination  of  request  for  new  credit  to 
National  Bank. 

Sept.  13.  Unsuccessful  Heimwehr  Putsch  in  Upper  Austria  and 
Styria.  Prince  Starhemberg  arrested  but  released  on  Sept.  17.  Dec. 
18,  Dr.  Pfrimer  and  other  leaders  acquitted  after  trial  at  Graz. 

Oct.  9.  Herr  Miklas  re-elected  President  for  four  years. 

Oct.  20.  Ratifications  exchanged  with  Jugoslavia  of  convention  of 
Dec.  8,  1930,  regarding  Hague  agreement  of  Jan.  20,  1930,  between 
Austria  and  creditor  powers. 

See  also  under  Czechoslovakia,  Oct.  5 ;  Italy,  June  3. 
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Belgium 

1931,  Feb.  18.  Ratifications  exchanged  with  China  of  agreement  of 
Aug.  31,  1929,  for  rendition  of  Tientsin  concession.  Came  into 
force  same  day  (M.B.  Aug.  27,  1931). 

April  29.  Denmark  deposited  ratification  of  Oslo  economic  convention 
and  protocol  of  Dec.  22,  1930.  Ratifications  also  deposited  by 
Norway  on  June  6,  by  Sweden  on  June  17,  and  by  Belgium  on 
Oct.  21  (E.N.  Jan.  24,  1931). 

Aug.  11.  Exchange  of  notes  with  Germany  regarding  marks  agree¬ 
ment  of  July  13,  1929  (Cmd.  3947). 

Aug.  11.  Protocol  and  declaration  signed  with  Great  Britain  on 
suspension  of  Hague  annuities  ( Cmd .  3947). 

See  also  under  Germany,  July  15-17  ;  Inter-Governmental  Debts,  April  9, 
June  20. 


Bolivia 

1931,  June  25.  Colombia,  Cuba,  Mexico,  U.S.A.  and  Uruguay  sent 
identic  notes  to  Bolivia  and  Paraguay  offering  mediation  in  Chaco 
dispute  ( U.S.D .  June  26,  1931).  July  6,  diplomatic  relations 
broken  off  between  Bolivia  and  Paraguay.  July  25,  Bolivia  agreed 
to  enter  into  negotiations  for  non-aggression  pact.  Aug.  25,  Paraguay 
agreed  to  negotiate.  Oct.  19,  collective  telegram  from  all  American 
republics  in  favour  of  conclusion  of  pact  and  settlement  of  dispute. 
Nov.  11,  negotiations  began  at  Washington,  the  five  neutral 
Governments  taking  part. 

Brazil 

1931,  Jan.  9.  Brazilian  Government  invited  Sir  O.  Niemeyer  to  carry  out 
a  financial  inquiry.  July  24, report  issued  ( The  Times,  July  25, 1931). 

March  2.  U.S.  embargo  on  shipment  of  arms  and  munitions  to  Brazil 
raised. 

Aug.  21.  Agreement  signed  with  U.S.  Federal  Farm  Board  for 
exchange  of  wheat  and  coffee. 

Bulgaria 

1931,  March  28.  Bulgarian  Government  announced  that  it  had  arranged 
for  transfer  of  instalment  due  to  Rumania  under  Hague  agreement 
of  Jan.  20,  1930,  regarding  sequestration  of  Bulgarian  property. 

June  21.  National  Bloc  successful  in  general  election. 

June  28.  Liapcev  Cabinet  resigned.  M.  Malinov  formed  a  Cabinet. 

July  14.  Greek  Government  suspended  payments  due  to  Bulgaria 
under  Kaphandaris-Molov  agreement.  Aug.  7,  Bulgarian  Govern¬ 
ment  informed  Secretary-General  of  League  of  suspension.  Sept.  7, 
Council  discussed  question.  Sept.  19,  report  adopted  asking  Per¬ 
manent  Court  to  give  advisory  opinion  and  suggesting  further 
negotiations.  Nov.  1 1 ,  agreement  signed  (Messager  d’Athenes^ov. 
13,  1931). 

Oct.  12.  M.  Malinov  resigned  and  was  succeeded  by  M.  Musanov. 

Oct.  25.  Jugoslav  representative  at  Sofia  protested  against  outrages 
by  Macedonian  revolutionaries. 
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Bulgaria:  cont. 

Nov.  26.  Arbitration,  conciliation  and  judicial  settlement  convention 
signed  with  Norway. 

Nov.  27.  Anti-Jugoslav  demonstrations  in  Sofia. 

Dec.  2-6.  M.  Musanov  visited  Turkey. 


Canada 

1931,  Oct.  19.  Export  of  gold  suspended. 

See  also  under  Disarmament,  May  21 ;  Inter -Governmental  Debts,  April  9. 


Chile 

1931,  Aug.  19.'  Foreign  debt  moratorium  declared  for  rest  of  1931. 

Sept.  1.  Naval  mutiny  at  Coquimbo.  Sept.  6,  fleet  bombed  from  the 
air.  Sept.  7,  surrender  of  mutineers. 


China 


(a)  Foreign  Relations 


1931,  April  23.  Extraterritoriality  convention  signed  with  Netherlands 
( 8 .  No.  522,  1931). 

April  23.  Exchange  of  notes  with  Norway  about  extraterritoriality 
( Norway :  Overenslcomster  med  Fremmede  Stater,  No.  4,  1932). 

April  25.  First  instalment  of  Feetham  Report  issued.  June  16,  second 
instalment  issued. 

May  3.  It  was  announced  that  negotiations  with  Great  Britain  regard¬ 
ing  extraterritoriality  had  broken  down.  May  4,  Nanking  Govern¬ 
ment  issued  mandate  promulgating  regulations  regarding  special 
courts  and  jurisdiction  over  foreigners  to  come  into  force  on  Jan.  1, 
1932  ( China  Weekly  Review,  May  9,  1931).  Dec.  29,  mandate  issued 
postponing  enforcement  of  regulations.  May  16,  Sir  M.  Lampson 
left  Shanghai  for  Nanking  to  resume  negotiations. 

June  27.  Alleged  murder  of  Captain  Nakamura  by  Fengtien  troops. 

July  2.  Disturbances  at  Wanpaoshan  between  Chinese,  Japanese  and 
Koreans. 

July  5-9.  Anti-Chinese  riots  in  Korea. 

July  13.  Chinese  Chamber  of  Commerce  at  Shanghai  decided  to  lead 
anti-Japanese  boycott. 

July  28.  Agreement  signed  with  France  regarding  rendition  of  Shang¬ 
hai  Mixed  Court  ( E.N .  Sept.  5,  1931). 

Aug.  17.  Statement  by  Tokyo  War  Office  regarding  murder  of  Captain 
Nakamura. 

Sept.  9.  Japanese  Consul-General  in  Mukden  demanded  apology, 
indemnity  and  punishment  of  murderers. 

Sept.  18-19.  Incident  between  Chinese  and  Japanese  troops  at 
Peitaying  on  South  Manchuria  Railway.  Japanese  occupied  Muk¬ 
den  and  Changchun. 

Sept.  20.  Japanese  occupied  Antung,  Fenghuangcheng,  and  Yingkow. 
Sept.  21,  Kirin  occupied. 

Sept.  21.  Mr.  Sze  appealed  to  League  Council  under  Art.  11  of  the 
Covenant  and  also  to  U.S.A.  Sept.  22,  Council  discussed  appeal. 
Text  of  resolution  communicated  to  U.S.A.  and  identic  telegrams 
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China:  cont. 

sent  to  Nanking  and  Tokyo.  Sept.  23,  Chinese  reply.  Sept.  24, 
Japanese  and  American  replies. 

Sept.  22.  Mr.  Stimson  handed  memorandum  to  Japanese  Ambassador 
regarding  Nine-Power  Treaty  and  Kellogg  Pact.  Sept.  24,  Japanese 
reply. 

Sept.  24.  Japanese  aeroplane  bombed  passenger  train  on  Mukden- 
Peking  railway. 

Sept.  24.  Mr.  Stimson  sent  identic  note  to  Chinese  and  Japanese 
Governments.  Sept.  28,  Japanese  reply. 

Sept.  30.  Council  adjourned  for  a  fortnight  after  adopting  resolution. 

Oct.  1 .  China  requested  States  Members  of  Council  to  send  observers 
to  Manchuria.  Oct.  3,  similar  request  made  to  U.S.A. 

Oct.  5.  China  asked  Japan  to  withdraw  troops  before  Oct.  14.  Oct. 
9,  Japan  refused,  asked  for  direct  negotiations  and  sent  memoran¬ 
dum  regarding  anti- Japanese  movement  in  China. 

Oct.  8.  Japanese  bombed  Chinchow.  Oct.  9,  Chinese  delegate  asked 
for  immediate  Council  meeting.  Appeal  to  both  Governments  by 
President  of  Council.  Oct.  12,  Japanese  reply. 

Oct.  10.  U.S.A.  made  representations  to  China  and  Japan  regarding 
Chinchow  incident,  and  sent  memorandum  to  Japan  on  Oct.  11. 

Oct.  13.  Japanese  bombed  Tahushan. 

Oct.  13.  Council  session  resumed.  Oct.  15,  U.S.A.  invited  to  send 
representative.  Oct.  16,  Mr.  Prentiss  Gilbert  took  part  in  Council 
session.  Oct.  17,  certain  States  Members  of  Council  sent  identic 
notes  to  China  and  Japan  regarding  Kellogg  Pact.  Oct.  20,  U.S.A. 
also  sent  notes. 

Oct.  22.  M.  Briand  recited  text  of  draft  resolution  drawn  up  by 
Neutral  Committee  of  Twelve.  Oct.  23,  Chinese  delegate  accepted 
resolution  and  Japanese  delegate  made  counter-proposal.  Oct.  24, 
draft  resolution  negatived  by  vote  of  Japan. 

Oct.  26.  Japan  issued  declaration  regarding  ‘five  basic  principles’. 

Oct.  27.  Chinese  note  to  Japan  stating  that  a  committee  had  been 
appointed  in  accordance  with  resolution  of  Oct.  24  and  asking 
Japan  to  do  the  same. 

Oct.  29.  Letter  from  M.  Briand  to  Japanese  Government  regarding 
‘five  principles’.  Nov.  7,  Japanese  reply. 

Nov.  2.  Japanese  troops  sent  to  Nonni  River  Bridge  on  Taonan- 
Angangki  Railway.  Nov.  4,  Chinese  troops  driven  back. 

Nov.  5.  U.  S.  Ambassador  at  Tokyo  made  representations  to  Japanese 
Government. 

Nov.  6.  Statement  by  Mr.  Stimson  on  U.S.  co-operation  at  forthcom¬ 
ing  Council  session.  Second  appeal  by  Monsieur  Briand  to  Chinese 
and  Japanese  Governments.  Nov.  11,  further  appeal  made. 

Nov.  13.  Tokyo  War  Office  instructed  Japanese  High  Command  in 
Manchuria  to  present  ultimatum  ordering  General  Ma  Chan-shan  to 
retire  north  of  Tsitsihar.  Nov.  17-18,  fighting  began  again ;  Japanese 
occupied  Angangki  and  Tsitsihar. 

Nov.  16.  League  Council  reassembled.  Nov.  21,  Mr.  Yoshizawa  pro¬ 
posed  that  League  should  send  Commission  of  Inquiry  to  Manchuria. 
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Nov.  22,  memorandum  by  Mr.  Sze  on  proposal.  Nov.  25,  proposal 
approved  by  U.S.A. 

Nov.  24.  Mr.  Stimson  made  representations  to  Japan  regarding 
Chinchow.  Nov.  27,  further  representations  made. 

Nov.  25.  Fourth  appeal  made  by  M.  Briand.  Nov.  26,  M.  Briand  dis¬ 
cussed  question  of  Chinchow  with  Japanese,  Chinese,  and  neutral 
representatives.  It  was  proposed  that  neutral  observers  should 
examine  methods  of  preventing  collision  between  troops.  M. 
Briand  informed  Chinese  and  Japanese  Governments  of  proposal. 
Nov.  28,  Japanese  Government  rejected  proposal,  preferring  direct 
negotiations.  Nov.  29,  counter-reply  by  M.  Briand. 

Nov.  26.  Mr.  Koo  proposed  to  Japanese  Government  that  Chinchow 
district  should  not  be  occupied  by  either  Chinese  or  Japanese  troops. 
Nov.  27,  Japanese  Government  stated  that  it  would  accept  Mr. 
Koo’s  proposal,  and  that  Japanese  troops  would  undertake  no 
act  of  hostility  except  in  self-defence  or  as  a  police  measure. 

Nov.  27.  General  Honjo’s  expeditionary  force  entrained  for  Chinchow 
but  was  withdrawn  next  day. 

Dec.  10.  Council  unanimously  adopted  resolution  regarding  Com¬ 
mittee  of  Inquiry. 

Dec.  21.  ‘Anti-bandit’  operations  started  by  Japanese  High  Com¬ 
mand. 

Dec.  24.  British,  French,  and  U.S.  Governments  made  representations 
regarding  Chinchow.  Dec.  27,  Japanese  reply. 

Dec.  29.  Reported  Japanese  advance  on  Chinchow  and  Chinese 
retreat  behind  Great  Wall.  Tahushan  and  Kowpantse  occupied  on 
Dec.  30,  Chinchow  on  Jan.  3,  and  Shanhaikwan  on  Jan.  4,  1932. 

( b )  Internal  Affairs 

1931,  Feb.  28.  Hu  Han-min  resigned  from  Kuomintang  Central  Execu¬ 
tive  Committee,  State  Council,  and  Legislative  Yuan. 

March  2.  Standing  Committee  of  Kuomintang  Central  Executive 
Committee  decided  to  draft  provisional  democratic  constitution. 

April  28/29.  General  Chan  Chai-tong  and  the  Canton  Central  Kuo¬ 
mintang  Supervisory  Committee  proclaimed  the  secession  of 
Canton  and  Kwangtung  Province  from  the  Nanking  Government. 

May  1.  Central  Executive  Committee  issued  manifesto  to  nation 
regarding  political  and  economic  reconstruction. 

May  5-17.  People’s  Convention  held  at  Nanking.  May  12,  constitu¬ 
tion  adopted,  and  promulgated  on  June  1  ( China  Weekly  Review, 
May  23,  1931). 

May  28.  Secessionist  Government  inaugurated  at  Canton. 

June  10.  Maritime  customs  seized  by  Secessionists  at  Canton. 

June  15.  Chiang  Kai-shek  re-elected  to  Presidency  of  Nanking 
Government. 

July  31.  Manchurian  troops  drove  back  General  Shih  Yu-san  who  had 
been  advancing  towards  Tientsin. 

Sept.  28.  Students  attacked  Ministry  of  Foreign  Affairs  at  Nanking. 
Sept.  30,  Mr.  C.  T.  Wang,  Foreign  Minister,  resigned. 
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China:  cont. 

Sept.  29.  Negotiations  in  Hongkong  between  Canton  and  Nanking 
Governments. 

Oct.  21.  Cantonese  delegation  arrived  in  Shanghai.  Oct.  27-Nov.  7, 
peace  conference  held. 

Nov.  22.  Fourth  Kuomintang  National  Congress  decided  to  restore 
to  part  membership  those  expelled  for  political  reasons. 

Nov.  23.  Mr.  Wellington  Koo  became  Foreign  Minister. 

Dec.  6.  Martial  Law  declared  in  Nanking  against  invading  students. 

Dec.  15-17.  Students  again  attacked  Government  offices  at  Nanking. 
Dec.  15,  Chiang  Kai-shek  resigned  all  his  offices,  Lin  Sen  became 
Acting  President  and  Chen  Ming-shu  President  of  Executive  Yuan. 

Dec.  16.  Chang  Hsueh-liang  resigned  his  military  posts  under  the 
Nanking  Government. 

Dec.  17.  Cantonese  leaders  arrived  at  Nanking.  Dec.  28,  Nanking 
Government  resigned.  Dec.  28/29,  Government  took  office  with 
Lin  Sen  as  President. 

See  also  under  Belgium,  Feb.  18;  League  of  Nations,  Sept.  7-29. 

Colombia 

1931,  Sept.  24.  Export  of  gold  prohibited. 

See  also  under  Bolivia. 

Conferences,  International 

1931,  March  26- April  4.  Conference  preparatory  to  second  World 
Wheat  Conference  held  at  the  International  Institute  of  Agriculture 
in  Rome. 

May  18-23.  Conference  of  wheat-exporting  countries  held  in  London 
on  invitation  of  Canadian  Government. 

Aug.  29-31.  European  Nationalities  Conference  held  at  Geneva. 

Oct.  20-6.  Second  Balkan  Conference  held  in  Constantinople  and 
Angora. 

Oct.  21-Nov.  2.  Fourth  Institute  of  Pacific  Relations  Conference 
held  at  Shanghai. 

Dec.  6-16.  Pan-Islamic  Conference  held  at  Jerusalem. 

Cuba.  See  under  Bolivia. 

Czechoslovakia 

1931,  March  17.  Arbitration,  conciliation,  and  judicial  settlement 
treaty  signed  with  Turkey. 

April  9.  Ratifications  exchanged  with  Hungary  of  two  protocols  of 
April  26  and  28,  1930,  regarding  Trianon  Treaty. 

May  3-5.  Little  Entente  conference  held  at  Bucharest  with  Jugoslavia 
and  Rumania. 

July  9.  Agreement  effected  with  Hungary  on  July  8  and  9  regarding 
modifications  to  procedure  of  Mixed  Arbitral  Tribunal.. 

Oct.  5.  Restrictions  in  force  before  1928  reimposed  on  foreign 
exchange.  Nov.  8,  further  measures  taken  by  National  Bank. 
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Czechoslovakia:  cont. 

Nov.  23,  measures  taken  against  transfer  from  Czechoslovakia  of 
current  accounts  or  deposits  of  Austrian  or  Hungarian  nationals. 
See  also  under  Austria,  March  19 ;  Inter-Governmental  Debts,  April  9, 
Aug.  21. 


Danzig 

1931,  Jan.  18.  Committee  of  three  jurists  met  in  accordance  with  High 
Commissioner’s  request  for  advisory  opinion  regarding  Gdynia 
question.  Opinion  given  that  Poland  was  under  the  obhgation  to 
make  use  of  Danzig  but  also  had  the  right  to  open  other  ports. 

April  1 .  Danzig  denounced  provisional  agreement  with  Poland 
regarding  entry  of  Polish  warships  into  Danzig  harbour.  Sept.  19, 
League  Council  decided  to  refer  question  to  Permanent  Court  for 
advisory  opinion.  Nov.  9,  Proceedings  began.  Dec.  11,  opinion 
given  by  eleven  votes  to  three  that  Versailles  Treaty  and  Danzig- 
Polish  Treaty  of  Nov.  9,  1920,  did  not  confer  such  rights  upon 
Poland. 

May  22.  League  Council  decided  to  ask  Permanent  Court  for  advisory 
opinion  regarding  dispute  over  treatment  of  Polish  nationals  in 
Danzig. 

Denmark 

1931,  June  28.  Norwegian  flag  hoisted  at  Mosquito  Bay,  East  Green¬ 
land.  June  30,  Norwegian  note  regarding  Danish  claim  to  sove¬ 
reignty.  July  3,  Danish  reply  suggesting  submission  of  question  to 
arbitration.  July  8,  Norway  agreed  to  take  case  to  Permanent 
Court  if  Denmark  would  accept  situation  at  July  1  as  basis  of  pro¬ 
ceedings.  July  10,  Norway  officially  occupied  East  Greenland. 
July  12,  Danish  Government  filed  application  with  Permanent 
Court. 

Sept.  22.  Export  of  gold  prohibited.  Sept.  29,  gold  standard  sus¬ 
pended. 

Nov.  17.  Restrictions  placed  on  foreign  exchange  transactions. 

See  also  under  Belgium,  April  29. 

Disarmament  and  Security 

1931,  Jan.  20.  League  Council  considered  report  of  Preparatory  Com¬ 
mission  for  the  Disarmament  Conference  on  Jan.  20  and  24,  and 
fixed  date  of  Conference  for  Feb.  2,  1932. 

Feb.  5-28.  Second  session  of  Committee  of  Experts  on  Budgetary 
Questions. 

Feb.  23.  Mr.  Henderson  and  Mr.  Alexander  visited  Paris  and  left  for 
Rome  next  day.  Feb.  28,  agreement  reached  with  Italian  Govern¬ 
ment.  March  1,  British  ministers  returned  to  Paris;  M.  Briand  and 
Mr.  Henderson  informed  Signor  Grandi  of  their  approval  of  the 
agreement.  March  11,  ‘bases  of  agreement’  published  ( Documents 
on  International  Affairs,  1931 ;  Cmd.  3812).  March  19,  Committee 
of  Experts  met  to  draft  agreement.  March  26,  conversations  in 
Paris  regarding  work  of  Committee.  April  18,  negotiations  re- 


CHRONOLOGY  OF  EVENTS 


517 


Disarmament  and  Security:  cont. 

sumed  in  London.  April  23,  new  proposals  made  by  France.  April 
25,  British  counter-proposals  made.  May  4,  Italy  rejected  French 
proposals.  May  7,  work  of  Drafting  Committee  suspended.  Aug. 
(end),  French  memorandum  issued  containing  proposals  which 
Great  Britain  and  Italy  were  unable  to  accept. 

April  20-4.  Committee  of  Experts  on  engine-rating  rules  for  aero¬ 
planes  and  dirigibles  met  at  Geneva. 

May  11-15.  Special  Committee  met  to  draft  convention  to  improve 
means  of  preventing  war. 

May  21.  Australia,  France,  Great  Britain,  India,  and  New  Zealand 
acceded  to  the  General  Act  for  the  Pacific  Settlement  of  Interna¬ 
tional  Disputes  (Geneva,  Sept.  26,  1928).  Canada  acceded  July  1 ; 
Estonia,  Sept.  3  ;  Greece,  Sept.  14 ;  Irish  Free  State,  Sept.  26 ;  Italy, 
Sept.  7  ;  and  Peru,  Nov.  21. 

May  22.  League  Council  chose  Geneva  for  the  meeting-place  of  the 
Disarmament  Conference,  and  appointed  Mr.  Henderson  President. 

July  20.  French  memorandum  published  on  disarmament  (Temps, 
July  23,  1931). 

Sept.  8.  At  the  Twelfth  Assembly  Signor  Grandi  proposed  arma¬ 
ments  truce  for  one  year  from  Nov.  1 .  Resolution  regarding  truce 
adopted  by  Assembly  on  Sept.  29  and  by  Council  on  Sept.  30. 
Oct.  2,  resolution  sent  to  States  Members,  fifty-four  of  which 
accepted  it  during  October  and  November.  Nov.  1,  truce  came  into 
force. 

Sept.  26.  General  Convention  to  improve  the  Means  of  preventing 
War  adopted  by  Twelfth  Assembly ;  signed  by  fifteen  States 
before  Dec.  31  ( L .  of  N.  ix.  1932.  17). 

See  also  under  Germany,  May  19 ;  Italy,  March  14,  June  3. 

Egypt 

1931,  May  14/18  and  June  1.  General  election  resulting  in  victory  for 
Sidqi  Pasha’s  party. 

Sept.  27.  Export  of  gold  prohibited. 

Estonia 

1931,  Oct.  3.  Treaty  of  friendship  signed  with  Persia. 

Europe 

Jan.  16-21.  Second  session  of  Commission  of  Inquiry  for  European 
Union.  Iceland,  Turkey,  and  U.S.S.R.  invited  to  join  in  work  of 
Commission.  U.S.S.R.  and  Turkey  accepted  invitation  on  Feb.  6 
and  Feb.  20.  Iceland  also  accepted. 

Feb.  23-6.  Conference  of  European  Grain  Exporting  and  Importing 
States  met  in  Paris.  Feb.  26-8,  Committee  met  in  Paris  to  discuss 
question  of  future  grain  surpluses.  June  25-7,  further  meeting  of 
Committee. 

April  20-2.  Sub-Committee  of  C.I.E.U.  met  at  Geneva  and  drafted 
convention  and  charter  for  an  international  agricultural  mortgage 
credit  company. 
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May  15-21.  Third  session  of  C.I.E.U.  May  21,  agricultural  mortgage 
credit  convention  signed. 

Sept.  3-5.  Fourth  session  of  C.I.E.U. 

Sept.  26.  Fifth  session  of  C.I.E.U. 

Nov.  2-5.  Special  Committee  of  C.I.E.U.  met  to  consider  Soviet  pro¬ 
posal  for  economic  non-aggression  pact. 

Finland 

1931,  Feb.  16.  M.  Svinhufvud  elected  President. 

Sept.  14.  Controversy  regarding  Finnish  shipping  claims  against 
Great  Britain  brought  before  League  Council.  Sept.  17,  British 
memorandum  issued  ( L .  of  N.  1931.  vii.  14).  Dec.  30,  Finnish  reply 
issued  (L.  of  N.  1932.  vii.  1). 

Oct.  5.  Decree  issued  restricting  foreign  exchange  transactions.  Oct. 
12,  gold  standard  suspended. 


France 

1931,  Jan.  9.  Exchange  of  notes  with  Great  Britain  regarding  boundary 
between  British  and  French  Cameroons  (Cmd.  3936). 

Jan.  22.  M.  Steeg’s  cabinet  resigned.  Jan.  27,  M.  Laval  formed  a 
Government. 

April  13.  Negotiations  resumed  with  Switzerland  regarding  Savoy 
Free  Zones.  July  29  and  30,  both  Governments  informed  Permanent 
Court  of  their  failure  to  reach  agreement. 

May  13.  Presidential  election.  M.  Briand  withdrew  after  the  first 
ballot  and  M.  Doumer  was  elected. 

June  1.  Announcement  that  conversations  had  been  resumed  with 
Soviet  Embassy  regarding  trade  relations. 

Aug.  11.  Protocol  and  declaration  signed  with  Great  Britain  on  sus¬ 
pension  of  war  debt  payments  {Cmd.  3947). 

Sept.  27.  M.  Laval  visited  Berlin.  A  Franco-German  Economic  Com¬ 
mittee  was  set  up,  and  met  in  Paris  on  Nov.  13. 

Oct.  22.  M.  Laval  arrived  in  Washington  for  conversations  with 
President  Hoover.  Oct.  25,  joint  statement  issued. 

See  also  under  Austria,  March  19 ;  China  (a),  July  28,  Dec.  24  ;  Disarma¬ 
ment,  Feb.  23,  May  21,  July  20 ;  Germany,  June  25,  July  9,  July  13, 
July  15-17 ;  Inter-Governmental  Debts,  April  9,  June  20,  Aug.  21 ; 
’Iraq,  Nov.  14 ;  Italy,  March  14,  June  3 ;  Permanent  Court  of  Inter¬ 
national  Justice,  April  25. 

Germany 

1931,  Feb.  16.  Agreement  signed  with  international  banking  syndicate 
for  120,000,000  mark  advance  to  German  Government. 

March  12.  Bill  for  ratification  of  German-Polish  liquidation  treaty 
of  Oct.  31,  1929,  and  commercial  treaty  of  March  17,  1930,  passed 
by  Sejm  on  March  12  and  by  Senate  on  March  17. 

April  14.  Export  credits  agreement  signed  with  U.S.S.R.  ( Soviet 
Union  Review,  May  1931). 
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Germany:  cont. 

April  21.  Ratifications  exchanged  with  Poland  of  treaty  of  Oct.  31, 
1929,  for  cessation  of  liquidation  of  property  and  renunciation  of 
financial  claims  ( Documents  on  International  Affairs,  1929). 

May  18.  National-Socialists  returned  as  majority  to  Diet  of  Olden¬ 
burg. 

May  19.  Pocket  battleship  Deutschland  launched. 

June  5.  President  Hindenburg  signed  decree  regarding  emergency 
financial  measures. 

June  5-9.  Dr.  Briining  and  Dr.  Curtius  visited  England. 

June  16.  Reichstag  Procedure  Committee  rejected  demand  by 
National-Socialists  and  Communists  for  summoning  of  Reichstag. 
Dr.  Briining  was  therefore  able  to  remain  in  office. 

June  19.  Foreign  exchange  requirements  estimated  at  40,000,000  to 
60,000,000  marks. 

June  20-2.  Private  discount  business  suspended. 

June  24.  Agreement  signed  with  U.S.S.R.  prolonging  till  June  1933 
the  agreements  of  April  24,  1926,  and  Jan.  25,  1929.  Agreements 
subsequently  terminable  at  one  year’s  notice  ( E.G .  July-Aug.  1931). 

June  25.  Bank  of  England,  Bank  of  France,  Federal  Reserve  Bank, 
and  B.I.S.  granted  Reichsbank  $100,000,000  credit. 

June  27.  Commercial  treaty  signed  with  Rumania.  After  protests 
had  been  made  by  Argentina,  Turkey,  and  U.S.S.R,  the  treaty  was 
abandoned. 

July  1.  Foreign  withdrawals  began  again,  rising  on  July  6  to  nearly 
100,000,000  marks. 

July  7.  Bankers  and  industrialists  decided  to  undertake  guarantee 
scheme  to  be  administered  by  Gold  Discount  Bank.  July  8,  scheme 
made  compulsory  for  all  large  firms. 

July  9.  Dr.  Luther  visited  London,  went  on  to  Paris  on  July  10,  and 
returned  to  Berlin  on  July  11,  without  having  succeeded  in  negotiat¬ 
ing  a  fresh  credit  for  the  Reichsbank. 

July  13.  B.I.S.  announced  that  Central  Banks’  re -discount  credit 
would  be  renewed  for  three  months.  Darmstadter  und  National- 
bank  (‘Danat’)  closed.  July  14-15,  all  banks  closed,  reopening  on 
July  16  for  payment  of  wages  and  salaries  only.  Reichsbank  given 
control  of  foreign  exchange. 

July  15-17.  Conversations  in  Paris  between  American,  British,  and 
French  Ministers.  July  20-3,  Seven-Power  Conference  held  in 
London. 

Aug.  1 .  Bank  restrictions  removed ;  new  organization  set  up  to  con¬ 
trol  foreign  exchange. 

Aug.  8.  International  Bankers  Committee  met  at  Bale,  and  issued  a 
report  on  Aug.  18  ( Economist ,  Aug.  22,  1931).  Aug.  19,  standstill 
agreement  initialed. 

Aug.  9.  Anglo-German  Mixed  Arbitral  Tribunal  completed  its  work. 

Aug.  11.  Referendum  for  dissolution  of  Prussian  Diet  failed  to  obtain 
sufficient  votes. 

Sept.  9.  ‘Standstill’  agreement  extending  short  term  credits  for  six 
months  signed  on  behalf  of  German  banks ;  signed  by  British 
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'  Germany:  cont. 

and  Dutch  representatives  on  Sept.  14,  and  by  U.S.  representative 
on  Sept.  16. 

Sept.  30.  Germany  declined  U.S.  request  to  extend  jurisdiction  of 
Mixed  Claims  Commission  to  permit  it  to  adjudicate  claims  falling 
under  Part  VIII  of  Versailles  Treaty  (reparation  clauses). 

Oct.  7.  Dr.  Briining’s  Cabinet  resigned.  Oct.  9,  Dr.  Bruning  formed 
a  new  Cabinet,  and  himself  succeeded  Dr.  Curtius  as  Foreign 
Minister. 

Dec.  8.  Further  emergency  decree  signed. 

Dec.  22.  Protocol  signed  with  U.S.S.R.  regarding  economic  relations. 

See  also  under  Austria,  March  19 ;  Belgium,  Aug.  11  ;  France,  Sept.  27 ; 
Inter-Governmental  Debts,  June  20,  Nov.  19;  Poland,  Jan.  20, 
May  15. 

Great  Britain 

1931,  Aug.  24.  Labour  Government  resigned.  Mr.  MacDonald  formed 
a  National  Government  and  took  office  on  Aug.  25. 

Sept.  21.  Gold  standard  suspended. 

Oct.  27.  National  Government  successful  in  General  Election. 

Dec.  3.  Statute  of  Westminster  Bill  passed. 

See  also  under  Austria,  March  19,  May  11  ;  Belgium,  Aug.  11 ;  China  (a), 
May  3,  Dec.  24;  Disarmament,  Feb.  23,  May  21 ;  Finland,  Sept.  14; 
France,  Jan.  9,  Aug.  11 ;  Germany,  June  5-9,  June  25,  July  9, 
July  13,  July  15-17,  Aug.  9,  Sept.  9;  Greece,  Aug.  11 ;  Guatemala, 
Aug.  25/26 ;  India,  1930,  Nov.  12  ;  Inter -Governmental  Debts,  April  9, 
June20,  Aug.  21 ;  'Iraq,  Jan.  22,  Nov.  14;  Italy,  Aug.  13 ;  Portugal, 
Aug.  11 ;  Rumania,  Aug.  11. 

Greece 

1931,  Jan.  6.  Declaration  signed  with  Turkey  regarding  League  of 
Nations  control  of  execution  of  Art.  107  of  Lausanne  Treaty. 
Jan.  24,  League  Council  agreed  to  end  control. 

Jan.  9.  Treaty  of  friendship  and  arbitration  signed  with  Persia. 

Aug.  11.  Protocol  and  declaration  signed  with  Great  Britain  on  sus¬ 
pension  of  war  debt  payments  ( Cmd .  3947). 

Sept.  28.  Decree  issued  giving  Bank  of  Greece  monopoly  of  gold  and 
foreign  exchange  transactions.  Oct.  8,  further  decree  issued. 

Oct.  3-7.  Tevfik  Rustti  Beg  and  Ismet  Paga  visited  Athens.  Oct.  5, 
ratifications  exchanged  with  Turkey  of  agreements  of  Oct.  30, 
1930:  (1)  Treaty  of  friendship;  (2)  Commercial  convention;  (3) 
Protocol  limiting  naval  armaments  ((1,  3)  Documents  on  Inter¬ 
national  Affairs,  1930,  pp.  155-65;  (2)  R.I.I.C.  March  1931). 
Agreements  concluded  regarding  (1,  2)  minorities;  (3)  tobacco 
trade ;  (4)  smuggling ;  (5)  exchange  of  populations. 

See  also  under  Bulgaria,  July  14;  Disarmament,  May  21 ;  Inter-Govern¬ 
mental  Debts,  June  24. 

Guatemala 

1931,  Jan.  2.  Dr.  Reina  Andrade  elected  Provisional  President,  suc¬ 
ceeding  General  Orellana’s  revolutionary  government.  During 
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Guatemala:  cont. 

January  his  Government  was  recognized  by  the  U.S.A.  and  by 
France. 

Aug.  25/26.  Exchange  of  notes  with  Great  Britain  regarding  boundary 
between  British  Honduras  and  Guatemala  (Cmd.  4050). 


Haiti 

1931,  Aug.  5.  ‘  Haitianization  ’  agreement  signed  with  U.S.A.  ( U.S.E.A . 
No.  22). 


Honduras 

1931,  Jan.  21.  Agreement  signed  with  Nicaragua  for  arbitration  of 
boundary  dispute  in  accordance  with  award  by  King  of  Spain  in 
1906. 

Hungary 

1931,  June  28/30.  General  election  in  which  Count  Bethlen’s  party  was 
successful. 

July  14-16.  Banks  closed  owing  to  financial  crisis,  withdrawals  being 
restricted  till  Aug.  17. 

Aug.  4.  Rules  of  procedure  agreed  upon  with  Jugoslavia  regarding 
Mixed  Arbitral  Tribunal  and  agrarian  questions. 

Aug.  8.  Decree  issued  controlling  exchange  transactions. 

Aug.  19.  Count  Bethlen’s  Government  resigned.  Aug.  24,  Count 
Julius  Karolyi  formed  a  Government. 

Sept.  7.  Hungary  asked  for  financial  inquiry  by  League  of  Nations. 
Oct.  16-22,  Financial  Committee  met  at  Budapest. 

Sept.  19.  Decree  issued  regarding  compulsory  declaration  of  property 
and  credits  held  abroad. 

Nov.  24.  Decree  issued  making  surrender  of  foreign  means  of  pay¬ 
ment  by  exporters  compulsory  in  all  cases. 

Dec.  23.  Transfer  moratorium  came  into  force. 

See  also  under  Austria,  Jan.  26,  Dec.  14 ;  Czechoslovakia,  April  9,  July  9, 
Oct.  5;  Inter -Governmental  Debts,  April  9,  Aug.  21. 

Iceland.  See  under  Europe,  Jan.  16-21. 

India 

1930,  Nov.  12-1931,  Jan.  19.  First  Session  of  Round  Table  Conference 
held  in  London.  Sept.  7-Dec.  1,  second  session  of  Conference  (Cmd. 
3778  and  3997). 

1931,  Sept.  21.  Gold  standard  suspended. 

See  also  under  Disarmament,  May  21 ;  Inter -Governmental  Debts,  April  9. 

Inter-Governmental  Debts 

1931,  April  9.  Ratifications  deposited  by  Hungary,  Belgium,  British 
Empire,  Czechoslovakia,  France,  Italy,  Jugoslavia,  and  Rumania 
of  agreement  of  April  28,  1930,  regarding  the  financial  obligations 
of  Hungary.  Ratification  deposited  by  Poland  on  April  21,  and  by 
Portugal  on  Sept.  2  (Cmd.  3910). 
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Inter-Governmental  Debts:  cont. 

June  20.  Mr.  Hoover  proposed  a  moratorium  on  inter-governmental 
debts  for  one  year.  Proposal  accepted  on  June  23  by  Germany  and 
Great  Britain,  and  on  June  25  by  Italy.  June  24,  French  reply ; 
Greek  Government  declined  to  accept  plan  unless  it  included 
certain  Greek  payments  to  Bulgaria.  June  29,  Belgium  accepted 
plan  ‘in  principle’.  July  6,  agreement  reached  between  France 
and  U.S.A.  Mr.  Hoover  announced  that  plan  had  been  accepted 
‘in  principle’  by  chief  creditor  Powers.  July  17,  Committee  of 
Experts  met  in  London.  Aug.  11,  report  and  protocols  signed 
( Cmd .  3947).  Aug.  14,  Jugoslav  Government  stated  that  they  could 
not  accept  Hoover  Plan.  Dec.  18,  plan  ratified  by  U.S.  House  of 
Representatives  on  Dec.  18  and  by  Senate  on  Dec.  22. 

Aug.  21.  Two  conventions  regarding  Hungarian  reparations  and 
Funds  ‘A’  and  ‘B’  signed  at  Berne  by  Czechoslovakia,  France, 
Great  Britain,  Hungary,  Italy,  Jugoslavia,  Rumania,  and  Switzer¬ 
land  (Cmd.  4037). 

Nov.  19.  German  Government  asked  B.I.S.  to  convene  Young  Plan 
Advisory  Committee.  Dec.  7-14,  Committee  met  at  Basle,  com¬ 
pleting  its  report  on  Dec.  23  (Cmd.  3995). 


' Iraq 

1931,  Jan.  22.  League  Council  adopted  report  of  Permanent  Mandates 
Commission  approving  draft  judicial  agreement  between  'Iraq  and 
Great  Britain.  March  4,  agreement  signed.  Ratifications  exchanged 
May  29  (Cmd.  3933). 

March  24.  Agreement  reached  between  'Iraq  Government  and  'Iraq 
Petroleum  Co. 

March  27.  Treaty  of  friendship  signed  with  Transjordan  (Iraq 
Government  Gazette,  June  28,  1931). 

April  7.  Treaty  of  friendship  and  bon  voisinage  and  arbitration  proto¬ 
col  signed  with  Najd-Hijaz  (0.31.  June  1931).  April  8,  extradition 
treaty  signed  (Iraq  Government  Gazette,  July  12,  1931). 

May  11.  Extradition  treaty  signed  with  Yaman  (Iraq  Government 
Gazette,  Jan.  24,  1932). 

Nov.  13.  Permanent  Mandates  Commission  adopted  report  on  fitness 
of 'Iraq  for  independence. 

Nov.  14.  The  British  and  French  Governments  referred  Traqi-Syrian 
frontier  dispute  to  League  Council. 

Irish  Free  State 

1931,  Sept.  26.  Mr.  Cosgrave  stated  that  Free  State  currency  would 
remain  linked  with  sterling. 

See  also  under  Disarmament,  May  21 ;  Inter-Governmental  Debts,  April  9. 

Italy 

1931,  March  14.  Speech  by  Signor  Grandi  on  foreign  policy  especially 
in  connexion  with  Franco-Italian  naval  negotiations. 

April  28.  Conciliation  and  judicial  settlement  treaty  signed  with 
Latvia  (G.U.  Jan.  14,  1932). 
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Italy:  cont. 

April  28.  Agreement  signed  with  U.S.S.R.  regarding  export  credits 
(Soviet  Union  Review,  May  1931). 

May  27.  Anti-Catholic  disturbances  in  Rome.  May  30,  Police  closed 
institutions  connected  with  Azione  Cattolica.  June  1,  Government 
dissolved  non-Fascist  youth  associations.  June  29,  Encyclical 
issued  regarding  dispute  ( The  Times,  Sept.  3,  1931).  July  9,  Signor 
Mussolini  announced  that  Fascists  could  not  belong  to  Azione 
Cattolica.  Sept.  2,  agreement  reached  allowing  Azione  Cattolica  to 
continue  its  religious  and  recreational  work  only. 

June  3.  Speech  by  Signor  Grandi  on  foreign  policy  dealing  with  naval 
negotiations  and  Austro-German  customs  union  plan. 

Aug.  13.  Protocol  and  declaration  signed  with  Great  Britain  on  sus¬ 
pension  of  war  debt  payments  (Cmd.  3947). 

Sept.  23.  Treaty  signed  with  U.S.A.  abrogating  Art.  2  of  pacific 
settlement  treaty  of  May  5,  1914  ( G.U .  Jan.  12,  1932). 

Sept.  28  and  29.  Decrees  issued  restricting  speculation. 

Nov.  16/20.  Signor  Grandi  visited  Washington. 

See  also  under  Albania,  June  24;  Austria,  March  19;  Disarmament, 
Feb.  23,  May  21,  Sept.  8  ;  Germany,  July  15-17  ;  Inter -Governmental 
Debts,  April  9,  June  20,  Aug.  21 ;  Permanent  Court  of  International 
Justice,  April  25. 


Japan 

1931,  April  13.  Resignation  of  Mr.  Hamaguchi’s  Government.  April  14, 
Mr.  Wakatsuki  formed  a  Government. 

April  26.  Agreement  reached  with  U.S.S.R.  regarding  exchange  value 
of  roubles  in  connexion  with  fisheries  dispute. 

Aug.  26.  Death  of  Mr.  Hamaguchi. 

Dec.  11.  Resignation  of  Minseito  Government  under  Mr.  Wakatsuki. 
Dec.  13,  Mr.  Inukai  formed  a  Seiyukai  Government. 

Dec.  13.  Gold  embargo  order  put  into  effect.  Dec.  17,  gold  standard 
suspended. 

See  also  under  China  (a),  June  27  seqq. ;  Germany,  July  15-17. 

Jugoslavia 

1931 ,  March  1 1 .  Arbitration,  conciliation,  and  judicial  settlement  treaty 
signed  with  the  Netherlands  ( S .  No.  453,  1931). 

May  12.  Decree  issued  stabilizing  currency  as  from  June  28. 

Sept.  3.  New  constitution  promulgated  ( E.N .  Sept.  12,  1931). 

See  also  under  Austria,  Oct.  20 ;  Bulgaria,  Oct.  25,  Nov.  27 ;  Czecho¬ 
slovakia,  May  3-5 ;  Hungary,  Aug.  4 ;  Inter-Governmental  Debts, 
April  9,  June  20,  Aug.  21. 

Latvia.  See  under  Italy,  April  28. 

League  of  Nations 

1931,  Jan.  19-24.  Sixty-second  session  of  Council. 

Feb.  2-6.  Final  meeting  of  Committee  on  reorganization  of  Secretariat. 

Feb.  23-March  19.  Second  session  of  conference  on  unification  of 


524  CHRONOLOGY  OF  EVENTS 

League  of  Nations:  cont. 

laws  on  bills  of  exchange,  promissory  notes  and  cheques.  Conven¬ 
tions  signed  on  (1)  uniform  regulations  for  cheques ;  (2)  conflicts  of 
laws ;  (3)  stamp  laws  in  connexion  with  cheques  ( L.N.O.J .  May 
1931). 

March  10-12.  First  session  of  Nansen  International  Office  for  Refugees. 

March  16-18.  Third  conference  for  concerted  economic  action  failed 
to  fix  a  date  for  the  coming  into  force  of  the  Commercial  Convention 
of  March  24,  1930. 

March  16-30.  European  Road  Traffic  Conference  held  at  Geneva. 
Conventions  concluded  on  unification  of  road  signals  and  taxation 
of  foi’eign  motor-cars,  also  customs  agreement  on  triptychs  ( L.N.O.J . 
May  1931). 

May  18-23.  Sixty-third  session  of  Council. 

May  27-July  13.  Conference  on  limitation  of  drug  manufacture  held 
at  Geneva.  Convention  signed  ( L.N.O.J .  Sept.  1931). 

May  28-June  18.  Fifteenth  session  of  International  Labour  Con¬ 
ference.  Convention  adopted  on  hours  of  work  in  coal  mines  (sum¬ 
mary  of  decisions,  L.N.M.S.  June  1931). 

June  9-27.  Twentieth  session  of  Permanent  Mandates  Commission. 

Sept.  1-14.  Sixty-fourth  session  of  Council. 

Sept.  7-29.  Twelfth  session  of  Assembly.  China  and  Panama  elected 
to  succeed  Persia  and  Venezuela  on  Council,  Spain  re-elected. 
Committee  set  up  to  discuss  amendments  to  Covenant.  Mexico 
admitted  to  membership. 

Sept.  19-30.  Sixty-fifth  session  of  Council.  Owing  to  the  Sino- 
Japanese  dispute,  the  session  was  continued  from  Oct.  13  to  Oct.  24 
and  from  Nov.  16  to  Dec.  10. 

Oct.  12-24.  Fourth  General  Transit  Conference  met  at  Geneva. 

Oct.  26-Nov.  13.  Twenty-first  session  of  Permanent  Mandates  Com¬ 
mission. 

See  also  under  Austria,  March  19,  May  11 ;  Bulgaria,  July  14 ;  China  (a), 
Sept.  21  seqq.;  Danzig,  Jan.  18,  April  1,  May  22;  Disarmament, 
Jan.  20  seqq.;  Greece,  Jan.  6;  Hungary,  Sept.  7;  'Iraq,  Jan.  22, 
Nov.  13,  Nov.  14;  Liberia;  Palestine,  June  8;  Poland,  Jan.  20. 

Liberia 

1931,  Feb.  27-March  3.  Liberian  Committee  of  League  Council  met  in 
London  and  decided  to  send  experts  to  help  Liberian  Government 
to  carry  out  recommendations  of  International  Commission  of 
Inquiry. 

Lithuania 

1931,  May  6.  Protocol  signed  with  U.S.S.R.  prolonging  neutrality  and 
non-aggression  pact  of  Sept.  28,  1926,  for  five  years.  Ratifications 
exchanged  Aug.  29  ( Soviet  Union  Review,  July  1931).  Aug.  29, 
Protocol  signed  regarding  commercial  representation  of  U.S.S.R. 

Oct.  15.  Permanent  Court  gave  unanimous  advisory  opinion  in 
Kaisiadorys-Landwarow  railway  case,  deciding  that  Lithuania  was 
not  obliged  to  open  railway  for  traffic  with  Poland  ( P.C.I.J. ,  Series 
A/B,  No.  42). 
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Mexico 

1931,  Jan.  30.  Agreement  signed  with  International  Committee  of 
Bankers  postponing  gold  payments  on  Mexican  debt  for  two  years. 
April  6.  Ratifications  exchanged  with  Spain  of  claims  treaty  of  Dec.  5, 
1930. 

Aug.  17.  Special  Claims  Commission,  set  up  by  convention  with 
U.S.A.  of  Aug.  17,  1929,  ceased  to  exist.  Aug.  30,  General  Claims 
Commission  set  up  by  convention  of  Aug.  30,  1929,  ceased  to  exist 
(U.8.T.S.  801,  802). 

See  also  under  Bolivia,  June  25;  League  of  Nations,  Sept.  7-29. 


Najd-Hijaz 

1931,  May  2.  Najd-Hijaz  recognized  by  U.S.A. 

Dec.  15.  Friendship,  bon  voisinage,  and  extradition  treaty  signed  with 
Yaman  at  Abu  Arlsh  (O.M.  March  1932). 

See  also  under  ’Iraq,  April  7. 

Netherlands 

1931,  March  30.  Arbitration,  conciliation,  and  judicial  settlement  treaty 
signed  with  Spain  (S.  No.  523,  1931). 

See  also  under  China  (a),  April  23;  Germany,  Sept.  9;  Jugoslavia, 
March  11. 

New  Zealand.  See  under  Disarmament,  May  21 ;  Inter -Governmental  Debts, 
April  9. 

Nicaragua.  See  under  Honduras. 

Norway 

1931,  Sept.  27.  Gold  standard  suspended. 

See  also  under  Belgium,  April  29 ;  Bulgaria,  Nov.  26 ;  China  (a),  April  23  ; 
Denmark,  June  28. 

Palestine 

1931,  Feb.  13.  Letter  from  Mr.  MacDonald  to  Dr.  Weizmann  regarding 
White  Paper  of  Oct.  1930. 

June  8.  Report  of  Wailing  Wall  Commission  pubhshed. 

June  30-July  15.  Seventeenth  Zionist  Congress  held  at  Basle.  Dr. 
Weizmann  resigned  the  presidency  of  the  Zionist  Organization  and 
was  succeeded  by  Mr.  Nahum  Sokolow. 

Panama 

1931,  Jan.  2.  Government  of  Senor  Arosemena  overthrown  by  revolu¬ 
tion.  Jan.  3,  Senor  Alfaro  accepted  office  as  Provisional  President. 
His  Government  was  recognized  by  U.S.A. 

Oct.  3.  Ratifications  exchanged  with  U.S.A.  of  claims  convention  of 
July  28,  1926  ( U.S.T.S .  842). 

See  also  under  League  of  Nations,  Sept.  7-29. 


Paraguay.  See  under  Bolivia. 


526 


CHRONOLOGY  OF  EVENTS 


Permanent  Court  of  International  Justice 

1931,  Jan.  15-Feb.  21.  Twentieth  (ordinary)  session  held.  Amendments 
to  rules  of  Court  put  into  force  as  from  Feb.  21  ( L.N.M.S .  Feb. 
1931). 

April  14-May  15.  Twenty-first  (extraordinary)  session  held. 

April  25.  Persia  deposited  ratification  of  protocol  of  signature  of  the 
Court.  Ratification  of  optional  clause  of  statute  deposited  by  France 
on  April  25,  by  Italy  on  Sept.  7,  and  by  Rumania  on  June  9. 

July  16-0ct.  15.  Twenty-second  (extraordinary)  session  held. 

Nov.  9.  Twenty-third  (extraordinary)  session  began. 

See  also  under  Austria ,  March  19;  Bulgaria,  July  14;  Danzig,  April  1, 
May  22;  Denmark,  June  28;  France,  April  13;  Lithuania,  Oct.  15; 
Poland,  May  15. 


Persia 

1931,  Oct.  27.  Treaty  of  colonization,  commerce,  and  navigation  signed 
with  U.S.S.R. 

See  also  under  Estonia;  Greece,  Jan.  9 ;  League  of  Nations,  Sept.  7-29 ; 
Permanent  Court  of  International  Justice,  April  25. 


Peru 

1931,  April  20.  Decree  issued  stabilizing  currency. 

See  also  under  Disarmament,  May  21. 

Poland 

1931,  Jan.  15.  Treaty  of  guarantee  signed  with  Rumania,  replacing 
treaty  of  May  26,  1926.  Ratifications  exchanged  and  came  into 
force  March  26  ( L.N.T.S .  115). 

Jan.  20.  League  Council  discussed  German-Polish  dispute  regarding 
Silesian  elections.  Report  adopted  Jan.  24. 

May  15.  Permanent  Court  gave  advisory  opinion  regarding  German 
minority  schools  in  Polish  Upper  Silesia,  deciding  by  11  votes  to  1 
that  children  excluded  on  basis  of  1927  language  tests  could  not  be 
refused  access  to  such  schools  permanently  ( P.C.I.J . ,  Series  A/B, 
No.  40). 

June  15.  Treaty  of  friendship,  commerce,  and  consular  rights  signed 
with  U.S.A.  (Summary:  R.IJ.C.  Dec.  1931). 

See  also  under  Danzig,  Jan.  18,  April  1,  May  22;  Germany,  March  12, 
April  21 ;  Inter-Governmental  Debts,  April  9 ;  Lithuania,  Oct.  15. 

Portugal 

1931,  April  29.  Ratifications  exchanged  with  South  Africa  of  agreement 
of  Sept.  23,  1928,  regarding  Angola-South-West  Africa  frontier 
( Cmd .  3896). 

July  1.  Escudo  stabilized  at  rate  of  110  to  the  £. 

Aug.  11.  Protocol  and  declaration  signed  with  Great  Britain  on  sus¬ 
pension  of  war  debt  payments  {Cmd.  3947). 

See  also  under  Inter-Governmental  Debts,  April  9. 
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Rumania 

1931,  April  4.  Resignation  of  M.  Mironescu’s  Government.  April  18, 
Professor  Iorga  formed  a  Cabinet. 

June  1.  Government  Cartel  successful  in  general  election. 

Aug.  11.  Protocol  and  declaration  signed  with  Great  Britain  on  sus¬ 
pension  of  war  debt  payments  ( Cmd .  3947). 

See  also  under  Bulgaria,  March  28 ;  Czechoslovakia,  May  3-5 ;  Germany, 
June  27;  Inter-Governmental  Debts,  April  9,  Aug.  21;  Permanent 
Court  of  International  Justice,  April  25  ;  Poland,  Jan.  15. 

Salvador 

1931,  Dec.  2.  President  Araujo  deposed.  He  was  succeeded  by  General 
Martinez  to  whose  Government  the  U.S.A.  refused  recognition. 

Siam 

1931,  May  28.  Treaty  of  friendship  and  commerce  signed  with  Switzer¬ 
land.  Dec.  16,  ratifications  exchanged  and  establishment  conven¬ 
tion  signed  (F.F.  Aug.  12,  1931 ;  R.  d.  L.F.  Jan.  27,  1932). 

South  Africa.  See  under  Inter-Governmental  Debts,  April  9 ;  Portugal, 
April  29. 

Spain 

1931,  Feb.  8.  Decree  issued  fixing  elections  for  March  1.  Feb.  14, 
General  Berenguer’s  Cabinet  resigned.  Decree  signed  cancelling 
elections.  Feb.  16,  Sefior  Sanchez  Guerra  asked  to  form  Cabinet  but 
did  not  succeed.  Feb.  18,  Cabinet  formed  by  Captain-General 
Aznar.  April  12,  Republican  gains  in  municipal  elections.  April  14, 
Republic  proclaimed.  King  Alfonso  left  Madrid.  Don  Niceto  Alcala 
Zamora  appointed  President  of  Provisional  Government.  April  17, 
agreement  reached  about  Generalitat  of  Catalonia. 

June  28.  Republican  and  Socialist  victory  in  general  election. 

Aug.  2.  Catalan  statute  approved  by  referendum. 

Oct.  13.  Cortes  voted  separation  of  Church  and  State.  Oct.  14,  ex¬ 
pulsion  of  Jesuits  voted.  Don  Niceto  Alcala  Zamora  resigned  and 
was  succeeded  by  Sefior  Azana.  Dec.  9,  Cortes  approved  constitu¬ 
tion  (E.N .  Jan.  23,  1932).  Dec.  11,  Don  Niceto  Alcala  Zamora  took 
office  as  President. 

See  also  under  League  of  Nations,  Sept.  7-29;  Mexico,  April  6;  Nether¬ 
lands,  March  30. 

Sweden 

1931,  Sept.  27.  Gold  standard  suspended. 

See  also  under  Belgium,  April  29. 

Switzerland 

1931,  Feb.  16.  Arbitration  and  conciliation  treaty  signed  with  U.S.A. 
(F.F.  June  17,  1931). 

See  also  under  France,  April  13 ;  Inter-Governmental  Debts,  Aug.  21 ; 
Siam. 

Syria.  See  under  'Iraq,  Nov.  14. 
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Transjordan.  See  under  'Iraq,  March  27. 


Turkey 

1931,  March  7.  Protocol  signed  with  U.S.S.R.  regarding  limitation  of 
armaments  in  Black  Sea  ( E.G .  March  1931,  O.M.  March  1931). 
March  16,  commercial  treaty  signed  replacing  treaty  of  Oct.  19, 
1930.  Ratifications  exchanged  Sept.  15.  Came  into  force  Sept.  9, 
after  exchange  of  notes  (Summary:  R.I.I.C.  June  1931). 

Oct.  28.  Establishment  treaty  signed  with  U.S.A. 

Oct.  30.  Protocol  signed  with  U.S.S.R.  prolonging  friendship  and 
neutrality  treaty  of  Dec.  17,  1925,  three  protocols  of  same  date, 
protocol  of  prolongation  of  Dec.  17,  1929,  and  naval  armaments 
protocol  of  March  7,  1931  (O.M.  Nov.  1931). 

See  also  under  Albania,  Oct.  26;  Bulgaria,  Dec.  2-6;  Czechoslovakia, 
March  17 ;  Europe,  Jan.  16-21 ;  Greece,  Jan.  6,  Oct.  3-6. 

United  States  of  America 
1931,  March  4.  End  of  seventy-first  Congress. 

Dec.  7.  Seventy-second  Congress  opened. 

See  also  under  Bolivia ;  Brazil,  March  2,  Aug.  21 ;  China  (a),  Sept.  21  seqq. ; 
France,  Oct.  22;  Germany,  June  25,  July  13,  July  15-17,  Sept.  9, 
Sept.  30 ;  Haiti,  Aug.  5 ;  Inter -Governmental  Debts,  June  20 ;  Italy, 
Sept.  23,  Nov.  16-20;  Mexico,  Aug.  17;  Najd-Hijdz,  May  2; 
Panama,  Jan.  2,  Oct.  3;  Poland,  June  15;  Salvador-,  Switzerland; 
Turkey,  Oct.  28. 

U.S.S.R. 

1931,  March  8-16.  Sixth  All-Union  Soviet  Congress  held  in  Moscow. 
Dec.  22.  Speech  by  Molotov  on  Five-Year  Plan  to  Central  Executive 
Committee. 

See  also  under  Afghanistan;  Europe,  Jan.  16-21,  Nov.  2-5;  France, 
June  1;  Germany,  April  14,  June  24,  June  27,  Dec.  22;  Italy, 
April  28;  Japan,  April  26;  Lithuania,  May  6;  Persia,  Oct.  27; 
Turkey,  March  7,  Oct.  30. 

Uruguay.  See  under  Bolivia. 

Vatican.  See  under  Italy,  May  27. 

Venezuela.  See  under  League  of  Nations,  Sept.  7-29. 

Yaman.  See  under  'Iraq,  May  11 ;  Najd-Hijdz,  Dec.  15. 
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Adachi,  Mr.  Kenzo,  459. 

Adatci,  Mr.,  322. 

Agriculture :  credit,  provision  of,  for,  26, 
27,  35,  36,  67-8,  106,  222,  325  and  n. ; 
International  Institute  of,  27,  106; 
League  of  Nations  and,  26-7,  81,  325 
and  n. ;  position  of,  36,  92,  116,  201-2, 
203,  207,  222,  310  and  n. ;  proposals 
for  assistance  of,  312,  313,  324-6  and  n. 
See  also  under  Europe  ;  France  ; 
TREATIES  ;  U.S.A.  ;  WHEAT. 

Albania,  355 ;  Italy,  relations  with,  337  ; 
Jugoslavia,  relations  with,  330,  332, 
336,  337 ;  Turkey,  recognition  of,  by, 
355.  See  also  under  Balkan  states. 

Alexander,  Rt.  Hon.  A.  V.,  30,  62,  263, 
265  and  n.,  269,  273. 

Alfonso  XIII,  King  of  Spain,  29. 

Altamira,  Senor,  322. 

Ambassadors,  Conference  of,  288  n. 

Amery,  Mr.  L.  S.,  368  and  n. 

AmmuT-Husaynl,  Haj,  156. 

Anderson,  Dame  Adelaide,  396  n. 

Anwal,  29. 

Anzilotti,  Signor,  322  and  n. 

Arabs,  156. 

Arbitration:  General  Act  (26.9.28), 245-6, 
246-54 ;  Australia  and,  250,  253 ;  Bel¬ 
gium  and,  247 ;  Canada  and,  250,  253 ; 
coming  into  force  of,  248;  Denmark 
and,  247,  248  n. ;  Finland  and,  247, 
248  n. ;  France  and,  245,  248-9  and  n., 
252  n. ;  Germany  and,  246,  253-4  and 
n. ;  Great  Britain  and,  245-6,  250-3 ; 
India  and,  250,  253 ;  Irish  Free  State 
and,  250,  253  n. ;  Italy  and,  245,  253 
and  n. ;  Luxembourg  and,  250  and  n. ; 
Netherlands  and,  247 ;  New  Zealand 
and,  250, 253 ;  Norway  and,  247,  248  m.  ; 
provisions  of,  246-7,  248,  249;  reser¬ 
vation  of  disputes  submitted  to  League 
Council,  248  and  n.,  251-2,  485;  South 
Africa  and,  250,  253  n. ;  Spain  and, 
250  and  n. ;  Sweden  and,  247.  See  also 
under  permanent  court  of  inter¬ 
national  justice. 

Ardahan,  355,  362. 

Argentina,  8,  55,  112.  See  also  under 

CURRENCY;  TARIFFS. 

Australia:  and  world  crisis,  47-54,  64, 
70-1,  75,  79,  93,  102-3,  112-13,  145; 
budget  deficits  in,  52,  53,  64,  112-13, 


132,  150;  economic  policy  of,  48-9 
and  n.;  Government,  change  of,  in,  149; 
immigration  restrictions  in,  48  and  n. ; 
indebtedness  of,  50 ;  interest  rates 
reduced  in,  50,  51,  53,  70,  75,  79,  102, 
112;  national  income  of,  48  m.; 
political  situation,  49  seqq.,  64,  70,  79, 
102,  112,  149;  wage  reductions  in,  49, 
51,  70,  79,  102;  wheat  policy  of,  48, 
.  and  m.,  49,  50,  51,  132.  See  also  under 

ARBITRATION;  CURRENCY;  GOLD;  INTER¬ 
GOVERNMENTAL  DEBTS ;  MANCHURIA; 
NEW  SOUTH  WALES;  TARIFFS;  THEO¬ 
DORE,  Mr.  ;  UNEMPLOYMENT. 

Austria : 

Bank  rate  in,  149,  216. 

Budgets  (1919-23),  178-80;  (1932), 

131. 

Credit-Anstalt,  failure  of,  26,  38,  60, 
62-3,  123,  199  m.,  208-11,  314; 
foreign  obligations  of,  211;  history 
of,  63  and  n.,  209;  reconstruction 
of,  attempted — by  Austrian  Govern¬ 
ment,  63,  68,  71-2,  75,  79,  82,  101, 
131,  148,  209-10,  240;— by  inter¬ 
national  action,  68, 148,  209-10,  240. 
Czechoslovakia:  commercial  relations 
with,  305  and  n.  See  also  below  under 
Germany — Customs  Union. 
Economic  position  of,  114,  178,  209, 
298-9,  299-300  and  n.,  325  n. 
Financial  crisis:  (May-July  1931),  26, 
38,  60  seqq.,  71-2,  75  seqq.,  84, 
208-11,  216,  219,  314;  (Aug.  1931- 
Feb.  1932),  101-2,  131,  148-9,  235, 
240,  241,  319,  321  and  n.,  323; 
appeal  to  League  of  Nations,  102, 
114-15,  131,  319,  321  n.,  323. 
Financial  reconstruction  by  League  of 
Nations  (1922-3),  63,'  102,"  171, 
178-80 ;  loan,  repayment  of,  320  n. ; 
protocols  (4.10.22) — financial  pro¬ 
visions  of,  179; — signatories  of,  179, 
305.  See  also  beloiv  under  Germany — 
Customs  Union. 

France :  relations  with — see  below  under 
Germany — Customs  Union. 
Germany: 

Anschluss-,  alternative  solutions  to, 
298-9,  300,  312-13,  314-15;  atti¬ 
tude  towards — of  Austria,  297  m., 
298; — of  Germany,  298;  customs 
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Austria:  Germany  ( cont .) 

union  as  prelude  to,  297  and  n., 
303,  305  n.,  309,  314  w.,  317  320; 
League  Council,  dependence  on 
consent  of,  297,  299;  preparation 
for,  298;  prospects  of,  37  and  n., 
298-9;  treaty  obligations  regard¬ 
ing,  297-8. 

Commercial  relations  with,  299- 
300  n.,  311;  agreement  signed 
(12.4.30),  300. 

Customs  Union,  27,  36-8,  63,  83, 
113-14,  297-323. 

Announcement  of:  in  press,  274, 
301  n.,  303 ;  original  intention 
regarding,  301 ;  to  foreign 
Governments,  37,  274,  297,  298, 
303,  305,  325-6  n. 

Austria,  attitude  of,  towards,  112, 
311,  323;  motives  of,  38,  299- 

300  and  n. 

Austro- German  negotiations  re¬ 
garding:  (Feb.  1930),  300;  (Jan. 
1931),  301;  (March  4-5,  1931), 
37,  298,  300  and  n. ;  secrecy  of, 

301  and  n.,  303-4  and  n.,  306  n., 
309;  suspension  of,  310-11,  318 
and  n. 

Briand  Plan  and,  36,  300,  301, 

304  and  n.,  314-15,  321. 

Briand- Henderson  conversations 

regarding,  37,  306. 

Commission  of  Inquiry  for  Euro¬ 
pean  Union  discusses,  63,  114, 
308  and  n.,  310,  313,  314-15, 
321,  323. 

Czechoslovakia:  attitude  of,  to¬ 
wards,  297,  303-4,  305  and  n., 
309,  310,  and  n.,  312,  321 ; 
counter-proposals  made  byy 
311-12 ;  at  League  Council 
discussion,  318;  at  Permanent 
Court  proceedings,  319  and  n., 
320;  representations  made  bv, 
304-5. 

France  and,  27,  37,  113,  243  n., 
297  seqq. ;  and  announcement 
of,  37,  303 ;  and  League  Council 
discussion  of,  37,  316,  317 ;  and 
Permanent  Court  proceedings, 
317,  319,  320;  attitude  of,  to¬ 
wards,  37,  297,  303-4  and  n., 

305  and  n.,  306  and  n.,  308-9 
and  n.,  312-13  and  n. ;  counter 
proposals  made  by,  63,  312-13 
and  n.,  314-15,  316;  financial 


pressure  used  by,  38,  63,  72,  83, 
101,  210,  315-16,  318-19,  320, 
321 ;  press  campaign  in,  against, 
303-4,  310,  311,  317;  renuncia¬ 
tion  of  proposal,  comments  on, 
321 ;  representations  made  by, 
37,  304,  305.  See  also  below  under 
International  relations. 

Germany,  state  of  public  opinion 
in,  regarding,  303  n.,  309,  311, 
318  n.,  323. 

Great  Britain :  and  announce¬ 
ment  of,  37,  303 ;  and  League 
Council  discussion  of,  37.  63, 
306-7  and  n.,  307-8,  314,  316, 
317-18;  attitude  of  towards, 
305,  309-10. 

Hungary  and,  310. 

International  relations,  effect  of, 
on,  36,  37,  243^1,  273-4,  285, 

309,  310,  318. 

Italy  and,  37,  303,  314,  315,  317 
and  n.,  319-20,  321 ;  increasing 
opposition  of,  243  n.,  273-4, 

310,  314  n.,  319-20;  representa¬ 
tions  made  by,  37,  304,  305. 

Jugoslavia  and,  37, 305, 310  and  n., 
318  and  n. 

League  Council:  British  proposal 
to  refer  legal  aspect  to,  37, 
306—9,  310;  —  accepted  by 

Austria  and  Germany,  37,  309 ; 
conversations  during  session  of, 
314,  317  n.;  economic  aspect 
and,  317 ;  legal  aspect  discussed 
by,  63,  310,  311,  315-18,  322-3; 
political  aspect  and,  63, 307, 317, 
318;  resolution  adopted  by,  63, 
318;  withdrawal  of  proposal 
noted  byy  322-3. 

Permanent  Court  of  International 
Justice :  legal  aspect  referred  to, 
63,  308,  316-18;  opinion  given 
by,  114,  321-2  and  n. ;  political 
aspect  and,  319,  320;  proceed¬ 
ings  of,  92,  319-20, 321-2 andn., 
323. 

Poland  and,  310  and  n. 

Protocol  and  exchange  of  notes 
(19.3.31):  provisions  of,  301, 
302,  303 ;  publication  of,  303. 

Reconstruction  Loan,  Committee 
of  Control  and,  314  n. 

Renunciation  of  proposal,  113-14, 
315-16,  318-19,  320-21,  323. 

Revival  of,  possible,  320,  321. 
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Rumania  and,  37,  305  and  n.,  310 
and  n. 

Treaty,  proposed,  302,  307,  309, 
315,  317 ;  similar  agreements 
proposed  to  other  countries, 

302,  303,  307,  315;  sovereignty 
retained  by  both  countries 
under,  302,  309. 

Treaty  obligations  regarding,  37, 
302  seqq.,  316  seqq.,  322  and  n. ; 
in  First  Reconstruction  Protocol 
(4.10.22),  37,  114,  179  and  n„ 
297  seqq.,  316  seqq.,  322  and  n. ; 
in  St.  Germain  Treaty,  37,  297, 

303,  316,  322  and  n. ;  in  Ver¬ 
sailles  Treaty,  37,  297. 

Government,  changes  of,  71-2. 

Great  Britain,  financial  relations  with, 
72,  101-2,  210,  211,  319.  See  also 
above  under  Germany — Customs 
Union. 

Hungary,  commercial  relations  with, 
305m.  Seealso  above  under  Germany — 
Customs  Union. 

Jugoslavia,  commercial  relations  with, 
305n.  See  also  above  under  Germany — 
Customs  Union. 

Putsch  in  (Sept.  1931),  115. 

Rumania,  commercial  relations  with, 
305  m.  See  also  above  under  Germany — 
Customs  Union. 

Trade  balance,  300  n. 

See  also  under  bank  for  inter¬ 
national  SETTLEMENTS ;  BRIAND, 
Monsieur ;  currency  ;  curtius. 

Dr. ;  DISARMAMENT;  PRICES ;  REPARA¬ 
TIONS  ;  schober.  Dr. ;  tariffs  ; 
TREATIES  ;  WAR. 

Austria  -  Hungary — see  under  currency. 

Aviation,  civil,  280-1. 

Azerbaijan,  362. 

Aznar,  Captain- General,  29. 

Azores,  the,  30. 

Baldwin,  Rt.  Hon.  Stanley:  defeat  of 

Ministry  of  (1923),  171  n. ;  on  Repara¬ 
tions,  139  m.  ;  on  war,  10. 

Balkan  States,  movement  for  union  of : 

Albania  and,  325,  329,  330,  331,  332, 
336-7. 

Balkan  Pact,  proposed,  331,  333,  336 
seqq. 

‘  Balkan  week  ’,  3.33—4. 

Bulgaria:  attitude  of,  325,  329,  330-2; 
at  Conference  (1931),  325,  332,  336, 
337,  338  n.,  339. 


Chamber  of  Commerce,  333,  334,  335 
and  n. 

Conference  (Athens,  1930),  324,  325, 
330-1  and  n.,  334,  336,  337  m.; 
carrying  out  of  recommendations  of, 
324,  332-3,  339. 

Conference  (Constantinople,  Oct.  1931), 
324  seqq.,  334—40;  committees  of — 
non-political,  335-6  and  n. ; — politi¬ 
cal,  336-9 ;  recommendations  of, 

335- 6,  338-9 ;  results  of,  339. 
Council,  work  of,  331,  333. 

Economic  co-operation,  324,  325  and 

n.,  332-3,  334,  335-6  and  n.,  339. 
Federation,  prospects  of,  324,  326,  330, 
332,  334,  339-40. 

Greece  and,  325,  329,  330  n.,  331,  333, 
334;  at  Conference  (1931),  325,  336, 
337,  339. 

Jugoslavia  and,  324  and  n.,  329-30 
and  n.,  337,  338  n.,  339. 

Minorities  question  and,  330-2,  333, 

336- 7,  337-8  and  n. 

Rumania  and,  325,  329-30  and  n., 
335. 

Turkey  and,  325,  329,  332,  334-5, 
339-40. 

Bank  for  International  Settlements,  67, 
83,  149;  Austria,  credit  to,  68,  149, 
210;  Germany,  credit  to — see  under 
Germany  :  Loans;  Reparations  and,  139, 
239-40. 

Bank  rate,  69,  122,  124,  204,  232-3.  See 
also  under  Austria  ;  France  ;  Germany  ; 
GREAT  BRITAIN  ;  SWEDEN  ;  U.S.A. 

Batum,  355,  362. 

Beaumarchais,  Monsieur,  278. 

Belgium:  budget  of,  71 ;  France,  Customs 
Union  proposed  with  (1840),  317  n., 
318 ;  Great  Britain — loan  from,  172-3 ; 
— relations  with,  146 ;  U.S.A. ,  loans 
from,  172, 173.  See  also  under  arbitra¬ 
tion;  CURRENCY;  INTER-GOVERN¬ 
MENTAL  DEBTS;  TARIFFS;  UNEMPLOY¬ 
MENT;  WAR. 

Benes,  Dr.  Eduard,  and  Austro-German 
Customs  Union,  304-5,  318  and  n.; 
speeches  on,  305  n.,  310  n.,  312. 
Bennett,  Mr.  R.  B.,  47,  65,  103. 

Berlin,  Congress  of  (1878),  356,  357. 
Berthelot,  Monsieur,  149. 

Bethlen,  Count,  100-1  and  n.,  220. 
Bolivia:  Paraguay,  relations  with,  11, 
80,  135,  474,  477-8.  See  also  under 

CURRENCY. 

Borah,  Senator,  45,  126-7,  140,  291 ; 
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Borah,  Senator  ( cont .) 

Mr.  Stimson’s  note  to,  regarding 
Manchurian  conflict,  405. 

Borku,  278-9  n. 

Borodin,  Monsieur  Michael,  417,  418. 

Bosnia-Herzegovina,  361. 

Brazil:  financial  position  of,  47  n.,  93, 
133,  241  n.;  Germany,  commercial 
relations  with,  133—4 ;  U.S.A.,  com¬ 
mercial  relations  with,  106;  unrest  in, 
47  and  n.,  112,  133.  See  also  under 

CURRENCY;  DISARMAMENT. 

Bremen,  92,  215,  219. 

Briand,  Monsieur  Aristide:  and  Anglo- 
Franco-Italian  naval  problem,  31,  261 
seqq.,  271,  274,  275;  and  Austro- 
German  Customs  Union,  300  and  n., 
301  n.,  303,  304  and  n.,  305  n.,  312  n. ; 
— speeches  regarding  (28.3.31),  308-9 
and  7i.;— (8.5.31),  312-13;— (16.5.31), 
315;— (19.5.31),  317  and  n .;  and 
Bulgaro-Greek  dispute,  351  and  n. ; 
and  disarmament,  249,  283  n.,  292 ; 
and  European  Union,  63,  300,  313, 
315,  321 ;  and  General  Act,  248  n., 
249,  253 ;  and  German  financial  crisis, 
84,  86,  87 ;  and  Manchurian  conflict 
454  seqq.,  490  seqq.,  504;  not  elected 
to  Presidency,  63,  313;  on  Anschluss, 
37,  298,  301  n. ;  on  Franco-Italian 
relations,  269,  278  n. ;  on  ‘legitimate 
defence’,  483;  resignation  of,  152; 
speech  of,  at  Gourdon  (14.6.31),  71; 
visit  to  Berlin,  100,  114,  129-30. 

Brierly,  Professor,  252  n. 

British  Empire — see  under  Australia, 
&c.;  disarmament:  Naval;  inter¬ 
governmental  DEBTS  ;  MANCHURIA. 

Briining,  Dr. :  on  Austro-German  Customs 
Union,  307 ;  and  German  political 
situation,  33,  69,  302  n. ;  and  Hoover 
Plan,  74,  75-6,  77,  82,  288;  and 
London  Conference,  87,  88,  89,  91 ; 
conversations  of — with  Mr.  MacDonald 
and  Mr.  Henderson,  91 ; — with  U.S. 
Ambassador,  68 ;  forms  new  Ministry, 
129, 130;  on  Reparations,  141 ;  visit  of — 
to  England,  62,  68,  69; — to  Paris,  76, 
86-7 ; — to  Rome,  76,  100. 

Bulgaria,  355,  356,  367. 

Bank  rate  in,  232. 

Economic  position  of,  325  n.,  328, 335ra., 
352,  353. 

Elections  in  (1931),  342-3  and  n. 
Financial  assistance,  appeal  to  League 
of  Nations  for,  153-4,  352  n. 


Foreign  policy  of,  340-53. 

France,  relations  with,  341,  349,  351. 
Greece,  relations  with,  328,  329,  330  n., 
340  and  n.,  341,  343,  345-53 ;  claims, 
financial,  dispute  over,  346-9;  com¬ 
mercial  relations  with,  346,  352,  353  ; 
conflict  with  (1925),  474, 478, 482-3 ; 
Kaphandaris — Molov  agreement  (9. 
12.27),  348; — agreement  signed  re¬ 
garding  (11.11.31),  154,  352; — 

payments  suspended  under,  91-2, 
106,  118,  349-53;  League  Council 
and,  106,  118,  347,  348,  351 ;  nego¬ 
tiations  opened  (1932),  352,  353: 
Permanent  Court  of  International 
Justice  and,  347,  351,  353. 

Italy,  relations  with,  348  n. 

Jugoslavia,  relations  with,  337,  338  n., 
339,  340,  342-5;  commercial  rela¬ 
tions  with,  344-5 ;  frontier  regime, 
342;  Macedonian  question,  330  and 
n.,  332,  338  n.,  342,  343—4,  345. 
Minorities  question  and,  330-2  and  n., 
336,  337-8  and  n.,  340,  342  seqq. 
Outlet  on  sea  for,  345-6  and  n. 
Rumania,  relations  with,  330  n.,  340. 
341-2. 

Turkey,  relations  with,  340-1. 

See  also  under  Balkan  states  ; 

CURRENCY  ;  DISARMAMENT  ;  EUROPE  ; 
INTER-GOVERNMENTAL  DEBTS ;  RE¬ 
PARATIONS  ;  TREATIES ;  TREATY 
REVISION. 

Buresch,  Dr.,  321  n. 

Burma:  constitutional  development  of, 
42  and  n.,  105,  159;  insurrection  in, 
42-3,  64,  75,  82,  105,  159;  national 
culture  of,  42  n. 

Burov,  Monsieur,  348,  349. 

Busbecq,  A.  G.,  cited,  3  n. 

Bustamente,  Senor  de,  322. 

Caillaux,  Monsieur,  182. 

Canada:  budget  of,  65;  U.S.S.R.,  rela¬ 
tions  with,  43,  47 ;  world  crisis  and, 
47,  65,  67,  79,  92,  103,  116, 121  n.,  151. 
See  a  Iso  under  arbitration  ;  currency; 

INTER-GOVERNMENTAL  DEBTS ;  MAN¬ 
CHURIA  ;  SILVER  ;  TARIFFS  ;  UNEMPLOYr- 
MENT. 

Canton,  411,  423.  See  also  under  china. 
Cassel,  Professor,  163  and  n.,  166  n., 
168  n.,  188. 

Castle,  Mr.,  72  and  n. 

Cecil,  Viscount,  of  Chelwood:  and  arma¬ 
ments  truce,  292,  294 ;  and  Manchurian 
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conflict,  482,  483,  485;  and  means  of 
preventing  war,  245,  255,  256  and  n., 
258. 

Chamberlain,  Sir  Austen:  on  General 
Act,  252 ;  on  German  disarmament, 
289. 

Chan  Chai-tong,  General,  410,  411. 

Chang  Hai-peng,  General,  450,  453. 
Chang  Hsiieh-liang:  and  Chinchow  cam¬ 
paign,  445,  447,  453-4,  457,  460;  and 
Chinese  internal  situation,  406,  407, 
408,  410 ;  and  Nakamura  incident,  120 ; 
Japanese  recognition  refused  to,  448; 
left  in  possession  of  Jehol,  462  n. ; 
non-resistance  policy  of,  441,  447,  454, 
460;  overthrow  of,  412,  445,  451,  507  ; 
resignation  of,  448-9. 

Changchun,  441,  444,  450. 

Chapei,  160,  472. 

Chatterjee,  Sir  Atul,  253. 

Chen,  Mr.  Eugene,  411,  413,  414,  416, 
417. 

Chen  Ming-shu,  General,  409,  414,  415. 
Chen  Yi,  General,  429  and  n.,  430. 
Chiang  Kai-shek :  allied  with  Chang 
Hsiieh-liang,  406 ;  conflict  of,  with  Hu 
Han-min,  408-9,  410 ;  opposition  to, 
410,  411,  414;  policy  of,  407,  409;  re¬ 
elected  President,  411 ;  retirement  of — 
(1927),  416,  417;— (1931),  412  seqq .; 
return  of— (1927),  417;— (1932),  418. 
Chiang  Kai-shek,  Madame,  418. 

Chile:  banking  legislation  in,  132 ;  budget 
of,  92,  104 ;  indebtedness  of,  66,  92 ; 
moratorium  declared  by,  93,  104 ; 
naval  revolt  in,  111-12;  political  un¬ 
rest  in,  93.  See  also  under  currency  ; 
LEAGUE  OE  NATIONS  ;  WAR. 

China: 

Bill  of  Rights,  proposed,  409,  410. 
Brigandage  in,  409,  445-6. 

Canton  Government:  (1927),  416-17; 
(1931),  set  up  by  Kuomintang  seces¬ 
sionists,  407,  410-11;  military  ex¬ 
pedition  of,  against  Chiang  Kai-shek, 
411,  413,  414 ;  reconciliation  of,  with 
Nanking  Government,  413-16,  417- 
18.  See  also  below  under  Japan. 
Central  Political  Council,  420. 

Civil  War:  (1926),  408;  (1930),  406; 

(1931),  411,  412-13. 

Constitution,  provisional,  40,  407-8 
and  n.,  409-10  and  n. 
Extraterritoriality:  Chinese  mandates 
regarding  — (28.12.29),  420;  — (4.5. 
31),  40,  421;— (29.12.31),  422;  ne¬ 


gotiations  regarding,  420-3;  Sino- 
Japanese  conflict  and,  423;  ‘treaty 
ports’,  position  of,  422.  See  also 
under  shanghai. 

Floods  in,  106-7,  119-20,  397-8,  413. 

France,  Shanghai  Mixed  Court  agree¬ 
ment  with,  427-8. 

Great  Britain:  dual  policy  of  (1926-7), 
401  and  n.,  472;  extraterritoriality 
negotiations  with,  420  seqq. ;  Thor- 
burn  case,  429-30  and  n. ;  trade 
with,  471  and  n.  See  also  under 
SHANGHAI. 

Hankow  Government  (1927),  416-17. 

India,  parallel  with,  39-40, 156, 159-61 . 

International  aid  for,  395-7. 

Japan: 

Boycott  against,  159-60,  403-4,  405, 
462  seqq. ;  Chinese  proclamations 
against,  466,  467 ;  extent  of,  462, 
463-5,  468-70;  Japanese  protests 
against,  488  and  n.,  490, 493  and  n., 
498,  499;  Kellogg  Pact  and,  488 
and  n.,  493  n. ;  launching  of,  431 
and  n.,  435;  riots  due  to,  464,  465, 
467,  470;  summary  of  anti- 
Japanese  activities,  468-70. 
Canton  Government  sends  mission 
to,  413, 417. 

Conciliatory  policy  of,  401,  436  n. ; 
consequences  of  change  in,  403-4, 
472.  See  also  under  japan: 
Foreign  policy. 

Refugee  camps  bombed  by,  399 
a  nd  n. 

Share  of,  in  relief  work,  396,  397-8, 
399. 

Trade  with.  463,  471  and  n. ;  loss  of, 
405,  464,  470. 

Twenty-one  Demands,  437  n. 
Withdrawal  of  troops — from  Shan¬ 
tung,  400 ; — from  Tsingtao-Tsi- 
nanfu  railway  zone,  400  n.,  401 
and  n. 

See  also  under  Manchuria;  shang¬ 
hai  ;  TIENTSIN. 

Kuomintang:  Central  Executive  Com¬ 
mittee  of,  407  seqq.,  411,  416;  con¬ 
flict  between  politicians  and  soldiers 
in,  407,  408-9  and  n.,  410;  fission 
and  reunion  of — (1927),  416-17; — 
(1931),  406-7,  413-14,  417-18; 

Fourth  National  Congress  of,  414- 
15;  professional  solidarity  of,  418; 
reforms  proposed  by,  409;  resent¬ 
ment  against,  415,  418-20;  transfer 
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China  (cont.) 

of  powers  from,  408  n.,  409,  410 
and  n.  See  also  above  under  Canton 
Government. 

Kwangsi  Group,  408. 

Maritime  Customs,  seizure  of,  411. 

Nanking  Government :  democracy, 
progress  towards,  407 ;  Manchurian 
Government  allied  with,  406-7 ; 
resignation  of,  415,  416.  See  also 
above  under  Kuomintang. 

Organic  Law  (3.10.28),  407  and  n. 

People’s  Congress,  408  n. 

People’s  Convention  (May  1931),  407-8 
and  n.,  409-10  and  n.,  411,  420-1. 

Political  anarchy  in,  39,  418-20, 425-6, 
442-3  and  n.,  475. 

Population  of,  40,  407. 

President:  election  of,  410  n.,  411; 
powers  of,  410  and  n. 

Provinces,  number  of,  462  and  n. 

Revolution,  39;  three  stages  of,  407, 
409. 

Situation  of,  as  epitome  of  world  crisis, 
395-6. 

State  Council,  420. 

Students,  rioting  by,  412,  415,  416, 
418,  465. 

Trade  balance  of,  193,  197. 

‘Unequal  treaties’,  421,  472. 

U.S.A. :  and  Nanking  outrages,  401 
and  n. ;  extraterritoriality  negotia¬ 
tions  with,  420,  421-2 ;  wheat  bought 
from,  106,  397  and  n. 

U.S.S.R.,  relations  with,  417. 

Yuan,  409,  410  and  n.,  411,  416. 

See  also  under  chiang  eai-shek; 

CURRENCY;  DISARMAMENT;  LEAGUE 
OF  NATIONS;  MANCHURIA;  SILVER; 
TREATIES. 

Chinchow — see  under  Manchuria:  Mili¬ 
tary  operations. 

Chlapowski,  Monsieur  de,  504. 

Churchill,  Rt.  Hon.  Winston,  172,  186, 

187. 

Coffee,  106,  134. 

Colban,  Monsieur,  293. 

Colombia — see  under  currency. 

Communism,  4,  207,  291.  See  also  under 

GERMANY:  U.S.S.R. 

Constantine,  King  of  Greece,  359. 

Coolidge,  President,  19. 

Cosgrave,  Mr.,  234. 

Cosmetatos,  S.  P.  P.,  cited,  358  n. 

Costa  Rica — see  under  disarmament. 

Craigie,  Mr.  R.  L.,  264. 


Credit:  creditor  and  debtor  countries, 
position  of,  46,  174,  193,  198,  200-1 ; 
dislocation  of  system  of,  57-8,  60,  136- 
7,  165-6,  192,  200  seqq.,  208  seqq.,  241- 
2 ;  fluctuations  in  interna  tional  lending, 
198,  199-200,  200-1,  204-5,  206 ;  inter¬ 
est  rates,  148,  167,  177,  204-5,  229-30, 
238 — see  also  under  Australia  ;  u.s.a.  ; 
loans,  international — currency  stabili¬ 
zation  dependent  on,  171,  172,  173, 
175; — exchange  rates  influenced  by, 
166; — post-war  increase  in,  163,  166, 

167,  168;  new  capital  issues,  201,  204, 
227-8 ;  non-commercial  motives  for 
investment,  192;  restriction  of,  167, 

168,  192,  198,  199,  200,  232;  security 
in  relation  to,  60,  161,  218,  404-5,  480— 
1  n. ;  short-term  funds,  163,  165-6, 
192  and  n.  See  also  under  agricul¬ 
ture;  AUSTRALIA;  AUSTRIA,  &C. ; 
BANK  RATE;  DEFLATION;  INFLATION. 

Crete,  327,  361,  367,  391. 

Cuba,  revolt  in,  104. 

Currency : 

Argentina  and,  121,  169,  174,  191,  193, 
237 ;  reserves  of,  164,  190,  191. 
Australia  and,  51,  64,  70-1 ;  Gold 
Standard,  suspension  of,  49,  123, 
174,  191,  234,  237 ;  reserves  of,  190, 
191. 

Austria  and:  crown,  depreciation  of, 
169,  170,  171,  179;  currency  move¬ 
ments,  210,  235; — restrictions  on, 
240 ;  Gold  Exchange  Standard,  122, 
165,  179,  237 ;  schilling — stabiliza¬ 
tion  of,  172,  175,  180; — over- valua¬ 
tion  of,  169. 

Austria-Hungary  and,  164. 

Belgium  and,  164.  171,  172,  173,  190, 
237;  reserves  of,  164,  189,  190,  191. 
Bolivia  and,  121,  237. 

Brazil  and,  169, 189, 190, 191, 193,  237. 
Bulgaria  and,  173,  237,  241. 

Canada  and,  122,  174,  190,  191,  234, 
237. 

Central  and  East  European  note  issue 
banks.  Conference  of,  144,  149. 
Cheques,  use  of,  164,  188. 

Chile  and,  132,  237. 

China  and,  194,  195,  196,  237. 
Colombia  and,  121,  237. 
Czechoslovakia  and,  165, 172, 173,  174. 
235,  237,  241. 

Denmark  and,  155  n.,  164,  172,  173, 
233,  234 ;  Gold  Standard  suspended, 
121,  169,  233,  237. 
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Depreciation  of,  123,  127-8,  167,  169 
seqq.,  230  seqq. 

‘Devisen’,  definition  of,  165. 

Egypt  and,  121,  234-5,  237. 

Estonia  and,  165,  171,  173. 

Exchange:  movements  of  (1913-30), 
46,  161  seqq.,  169  seqq.,  188-93,  199, 
200;  (May-Sept.  1931),  66  seqq.,  73 
seqq.,  84  seqq.,  94-5,  95-6,  104,  110, 
210  seqq.;  (Sept.  1931-Feb.  1932), 
123-4,  144,  149,  150,  224  seqq. ;  rates 
of,  forces  affecting,  166-7,  175-6, 
212;  restrictions  on,  85,  98,  99,  112, 

121,  122,  128,  139,  144,  147,  149, 
155  n.,  180,  214  seqq.,  224,  233  seqq. 

Finland  and,  121,  165,  172,  233,  237. 

France:  currency  movements — ( 1913— 
30),  46,  164,  165,  167,  169  seqq.,  180, 
182-3,  188  seqq. ;— (1931),  46,  85,  94, 
96, 124, 125-6, 216-17,  226-7,231-2; 
franc — depreciation  of,  169  seqq., 
180-2; — stabilization  of,  169,  173, 
183; — undervaluation  of,  169,  183; 
monetary  system  of,  180 ;  reserves  of, 
96, 122,  164,  180, 183,  189,  190,  191. 

Genoa  Conference  on,  165. 

Germany:  currency  movements  — - 
(1913-30),  164,  169  seqq.,  176-8,  189 
seqq. ; — (1931),  68  seqq.,  98,  99,  130, 
211-15,  218,  219,  235,  239,  240;— 
restrictions  on,  85,  98,  99,  130,  147, 
214,  215,  238,  241 ;  mark,  deprecia¬ 
tion  of,  169  seqq.,  175,  176-7 ;  reichs¬ 
mark — fluctuations  of,  173, 174, 235 ; 
— stabilization  of,  171,  175,  237 ; 
rentenmark,  171,  177 ;  reserves  of, 
164,  189,  190,  191. 

Gold  Bullion  Standard,  195. 

Gold  Exchange  Standard,  163,  165-6, 
180,  188,  235,  242. 

Gold  Standard:  adoption  of,  195,  196, 
197 ;  causes  of  breakdown  of,  167-9 ; 
countries  maintaining,  236-7 ;  coun¬ 
tries  having  suspended,  237 ;  defini¬ 
tion  of,  162 ;  post-war  conditions  of, 
162-9;  return  to,  168  seqq.,  186-8, 
189; — from  Gold  Exchange  Stan¬ 
dard,  242 ;  suspension  of — ( 1 914),  1 69, 
180,  184;— (1929-31),  38,  110  seqq., 

122,  123,  143  and  n.,  145,  165,  174, 
190-1,  223  seqq.,  233  seqq.  ( see  also 
beloiv  under  Great  Britain) ;  working 
of,  162-3,  166-7. 

Great  Britain:  Cunliffe  Committee, 
recommendations  of,  170,  185;  cur¬ 
rency  movements — (1913-30),  164, 


165,  169  seqq.,  184  seqq.,  189  seqq., 
199,  200;— (1931),  85,  94-5,  95-6, 
110,  216-17,  226  seqq. ; — restrictions 
on,  128,  224;  fiduciary  note  circula¬ 
tion,  96,  97,  128,  170,  184,  185,  186; 
Gold  Standard,  return  to,  168-9, 
172,  186-8;  Gold  Standard,  suspen¬ 
sion  of— (1914),  169,  184;— (1931), 
38, 110—11, 11 9 seqq.,  139,  \43andn., 
145,  188,  223-30; — causes  of,  223- 
30; — consequences  of,  121  seqq.,  231 
seqq.,  242 ;  monetary  system  of,  184, 
185-6;  pound — fluctuations  of,  85, 
98,  127—8,  143  and  n.,  145,  169  seqq., 
175,  185,  186,  230-2; — over-valua¬ 
tion  of,  168-9,  186-8,  230;  reserves, 
96,  163-4,  184,  185,  186,  189,  190, 
191. 

Greece  and,  122,  171,  173,  236,  237, 
241. 

Hungary  and,  171,  172,  219-20,  235, 
237,  240,  241. 

India  and,  122,  144  n.,  190,  191,  194, 
196,  234,  237 ;  Gold  Standard — 
adoption  of,  173,  195,  197 ; — suspen¬ 
sion  of,  122,  144  n. 

Indo-China  and,  194,  195,  196. 

International  clearing  system,  pro¬ 
posed,  165. 

Irish  Free  State  and,  234,  237. 

Italy  and,  122,  164,  165,  169,  170,  172, 
185,  235,  236;  reserves  of,  164,  190, 
191. 

Japan  and,  171,  174,  193,  195;  Gold 
Standard  suspended  by,  236,  459; 
reserves  of,  164,  190,  191. 

Jugoslavia  and,  122, 165,  171,  237,  241. 

‘Limping  standard’,  180. 

Luxembourg  and,  173,  237. 

Netherlands  and,  122,  164,  169,  172, 
189,  191,  222,  223,  235-6,  237. 

New  Zealand  and,  123,  234. 

Norway  and,  121,  164,  169,  172,  173. 

Poland  and,  171,  172,  173. 

Political  affairs,  effect  of,  on,  109-11, 
168,  169  seqq.,  181-2  andn.,  186, 193, 
212,  217-19,  222-3,  224,  226. 

Portugal  and,  171. 

Reparations  and,  73  seqq.,  166,  170 
seqq.,  176-8,  179,  192,  193,  211,  212. 

Reserves,  163-5,  188  seqq. ;  total  re¬ 
serves  of  various  countries,  96,  105, 
115-16,  164,  188  seqq. 

Revaluation,  168-9,  183,  186-8. 

Rhodesia  and,  123,  234. 

Rumania  and,  165,  219. 
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Currency  ( cont .) 

Silver  Standard,  countries  maintain¬ 
ing,  237. 

South  Africa  and,  122-3,  144,  234,  237. 
Spain:  peseta,  fluctuations  of,  66,  104, 
172,  173;  reserves  of,  164,  190,  191; 
restrictions  maintained  by,  112. 
Stabilization,  166,  168-9,  171  seqq., 
177-8,  179-80,  182-3,  186-8. 
Sweden  and,  121,  155  n.,  164,  169,  233, 
237. 

Switzerland  and,  164,  189,  191,  237. 
Turkey  and,  237,  241. 

U.S.A. :  currency  movements — (191 3— 
31),  46,  66-7,  115-16,  164,  165-6, 
173-4,  188  seqq.,  199,  211;— (Sept.- 
Nov.  1931),  123-4,  125-6,  150, 

242;  dollar,  depreciation  of,  169, 
242 ;  Gold  Standard  and,  121-2,  169, 
237,  242 ;  hoarding  in,  242 ;  reserves 
of,  115-16,  164,  189,  190,  191. 
U.S.S.R. :  reserves  of,  163,  190;  rouble, 
depreciation  of,  169. 

Uruguay  and,  104,  237. 

Curtius,  Dr.  Julius:  and  Austro-German 
Customs  Union,  37,  63,  113,  298  seqq. ; 
— and  League  Council  discussion  of, 
37,  63,  308,  311,  313  n.,  316,  317  and  n., 
318; — conversations  of,  with  Dr. 
Schober,  37,  298,  300,  301  and  n.,  303 ; 
— proposal  withdrawn  by,  113,  321, 
323; — speeches  made  by,  37,  308,  311, 
313  n. ;  and  disarmament,  282,  287 ; 
and  Franco-Soviet  relations,  117-18; 
and  General  Act,  253-4;  at  London 
Conference,  87  ;  conversations  of — with 
Mr.  MacDonald  and  Mr.  Henderson, 
91 ; — with  U.S.  Ambassador,  68 ;  resig¬ 
nation  of,  114,  323;  visit  of — to  Eng¬ 
land,  62,  68,  69 ; — to  Paris,  76,  86-7 ; — 
to  Rome,  76,  100. 

Cyprus : 

Constitution  of,  386. 

Convention  (4.6.1878),  355-7,  370; 
conditions  of,  unfulfilled,  362 ;  lapse 
of,  357,  362. 

Disturbances  (1931):  account  of,  134, 
381-7 ;  arrests  and  deportations, 
384,  385,  386  and  n.,  387 ;  bell  ring¬ 
ing,  restrictions  on,  386,  386-7  n. ; 
casualties,  384,  385,  386;  punitive 
measures,  386-7  and  n. 

Economic  and  social  progress,  366-8 
and  n. 

Education,  363,  364,  375-6  and  n. 
Finance:  British  grant-in-aid,  371, 


372;  British  officials,  cost  of,  370, 

373  seqq.,  381;  budget  (1931),  376- 
81 ;  disputes  regarding,  366,  370-5, 
376-81,  382;  revenues,  diversion  of, 
370-2,  382. 

Franco- British  relations  regarding, 

357,  359-60. 

Governor,  powers  of,  372-3  and  n.,  374, 
386. 

Great  Britain:  acquisition  by,  355-7, 
361 ;  annexation  by,  357,  359,  361, 
362 ;  occupation  by,  357,  360-1 ; 
withdrawal,  policy  of,  regarding, 

358,  360,  361-3,  368-70,  387,  388, 
391. 

Greece:  demonstrations  in,  389,  390; 
Government,  attitude  of,  388  seqq. ; 
nationalist  movement,  sympathy 
with, 387  seqq.;  transfer  to — expected, 
360-1,  387;— offered  (1915),  358-9 
andn.,  360,  361 ; — refused,  361,  368- 
70,  388. 

Greek  Cypriot  nationalist  movement: 
Autocephalous  Orthodox  Church 
and,  361,  363,  382  and  n. ;  growth  of, 
360-2,  363-5  and  n.,  376  and  n.; 
memorials  to  British  Government, 

368- 70  and  n. ;  peasants  and,  364-5 
and  n.,  366  n. ;  police  measures 
against,  368  n. ;  propaganda  for,  in 
schools,  363,  364,  375—6.  See  also 
above  under  Disturbances. 

‘Greekness’  of,  354,  392-4. 

History  of,  354  seqq.,  392-4. 

Lausanne  Treaty  and,  359  and  n. 
Legislative  Council :  abolition  of,  386 ; 
distribution  of  seats  on,  374 ;  powers 
of,  370,  372—4 ;  resignation  of  Greek 
elected  members  of,  382,  383 ;  work 
of,  371-2,  375,  376-81. 

Orders  in  Council,  legislation  by,  372-4 
and  n.,  380,  381,  382. 

Population  of,  354. 

Self-government,  extension  of,  desired, 

369- 70  and  n. 

Turkish  Cypriots,  attitude  of,  360, 

374  and  n.,  379  and  n.,  380. 

See  also  under  storrs,  Sir  R.;  tariffs. 
Czechoslovakia:  financial  crisis  and,  231, 
232,  235 ;  France,  loan  from,  36 ;  Ger¬ 
many,  relations  wdth,  288 ;  Jugoslavia, 
commercial  relations  wdth,  310  n. ; 
Rumania,  commercial  relations  with, 
310  n.  See  also  under  Austria; 

BENES,  Dr.  ;  CURRENCY ;  DISARMA¬ 
MENT  ;  EUROPE;  TARIFFS;  TREATIES. 
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Dalton,  Dr.  Hugh,  430  n. 

Dan,  Baron  Takuma,  401  n. 

Dawes,  General,  500. 

Deflation,  161  seqq.,  177  seqq.,  198,  199, 

238,  240. 

Denmark:  Great  Britain,  loan  from,  173  ; 

meeting  of  Danish,  Norwegian  and 

Swedish  Foreign  Ministers,  154-5; 

Norway,  relations  with,  over  East 

Greenland,  80-1 ;  world  crisis  and, 

154-5  and  n.,  232.  See  also  under 

ARBITRATION ;  CURRENCY ;  DISARMA¬ 
MENT. 

Deutsch,  Dr.  Otto,  301  n. 

"Devisen’ — see  under  currency. 

Disarmament : 

Armaments:  air.  280-1,  293,  294  n. ; 
expenditure  on,  control  of,  279-80, 
293 ;  limitation  of,  direct  or  in¬ 
direct,  279-80,  282.  283-4  and  n. ; 
naval,  see  beloiv  under  Naval ;  ques¬ 
tionnaire  regarding,  281-2,  284  n. ; 
reduction  of.  262,  281  seqq.,  291 ; 
stocks  of,  282. 

Armaments  truce,  119,  291-6; 

Assembly,  twelfth  session.  Signor 
Grandi’s  suggestion  at,  119,  291-2; 
discussion  of,  by  Third  Committee, 
292-4 ;  proposals  regarding — Italian, 
119,  293-4;  —  Scandinavian,  292, 
293,  294;  resolution  adopted  by 
Assembly,  119,  294;  States  accept¬ 
ing  truce,  295-6;  truce  comes  into 
force,  296. 

Austria  and,  283,  293. 

Brazil  and,  280,  281  n.,  293,  296  n. 

Budgetary  Questions,  Committee  of  Ex¬ 
perts  on,  279-80. 

Bulgaria  and,  283. 

Conference  (1932):  Anglo-Franco- 
Italian  problem,  and,  31,  118-19, 
265  seqq. ;  chairman  of,  279,  281; 
date  of,  10,  26,  279 ;  non-members  of 
League  invited  to,  281  and  n. ;  post¬ 
ponement  of,  suggested,  286-7  and 
n.;  preparation  for,  31,  118-19,  125, 
126,  243^1,  253,  265  seqq.,  279-94, 
338-9 ;  prospects  for  success  of,  10- 
11,  26,  31-2,  118-19,  125,  126,  137, 
243-4,  265  seqq.,  480  n. ;  site  of, 
281  and  n. 

Costa  Rica  and,  282,  293. 

Czechoslovakia  and,  293. 

Denmark  and,  292. 

Draft  convention  on,  279  seqq.,  287. 

Egypt  and,  281,  293. 


Finland  and,  293. 

France  and,  37,  125,  126,  243  and  n., 
244,  249,  253,  282  seqq.,  309  n.; 
armaments  truce,  attitude  of,  to, 
292  seqq. ;  memorandum  issued  by, 
93,  282-5  and  n. ;  military  power  of, 
20-1,  22,  124—5;  Trocadero  meeting, 
demonstration  at,  285-6.  See  also 
below  under  Naval. 

Germany:  and  armaments  truce,  293; 
and  preparation  for  Disarmament 
Conference,  91,  243  and  n.,  279-80, 
281-2,  287,  288  ;  assurance  given  by, 
regarding  saving  due  to  Hoover 
Plan,  77,  82,  288;  equality  of  status 
desired  by,  283  seqq. ;  treaty  obliga¬ 
tions,  non-fulfilment  of,  283-4  n. 
See  also  below  under  Naval. 

Great  Britain:  and  armaments  truce, 
292  seqq. ;  and  preparation  for  Dis¬ 
armament  Conference,  91,  252,  279, 
281,  .282,  287,  289-90  and  n.  See 
also  below  under  Naval. 

Greece  and,  327-8,  329. 

Hungary  and,  283,  293. 

'International  police  force’,  283  n., 
309. 

Italy  and,  243  n.,  261-2,  280,  287.  See 
also  above  under  Armaments  truce ; 
and  below  under  Naval. 

Japan  and,  290,  293,  295.  See  also 
below  under  Naval. 

Jugoslavia  and,  293. 

Mexico  and,  281,  282  n.,  295,  296. 

Naval: 

Aircraft  carriers,  266. 

Anglo  -  Franco  -  Italian  problem: 
Austro-German  Customs  Union 
and,  243 — 4  and  n.,  273-4  and  n., 
310;  ‘Bases  of  Agreement’ — pro¬ 
visions  of,  266-9  and  n.,  270,  271- 
3 ; — publication  of,  266 ;  British 
Dominions  and,  265,  267,  268 ; 
conversations  regarding — (May 

1930) ,  260-1  and  n.; — (Aug.- 
Sept.  1930),  263-4  and  n. ; — (Oct.- 
Dec.  1930),  264; — (Feb.-March 

1931) ,  30-1,  62,  269,  273  and  n.  ;— 
(May  and  Sept.  1931),  118-19, 
275-6 ;  Drafting  Committee,  work 
of,  270-1,  274,  275;  form  of  pro¬ 
posed  agreement,  270  n. ;  Franco- 
Italian  naval  holiday,  262-3 ; 
French  and  Italian  fleets,  com¬ 
parative  strength  of,  260,  266 
seqq. ;  Japan  and,  265,  270  and  n. ; 
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Disarmament:  Naval  ( cont .) 

negotiations  —  consequences  of 
failure  of  (see  above  under  Confer¬ 
ence); — Italian  offer  to  resume, 
260-1 ;  parity  with  France,  Italian 
claim  to,  260,  262,  263,  268 ;  poli¬ 
tical  aspect,  269 ;  proposals  re¬ 
garding  — •  British,  31,  275 ;  — 

French,  31,  263-4,  274-5,  275-6; 
— Italian,  31,  263,  275;  replace¬ 
ment,  negotiations  break  down 
over  question  of,  267,  268,  271-6; 
U.S.A.  and,  265,  270  and  n. 

Armaments  race,  fear  of,  260,  265, 
277,  405. 

Armaments  truce  and,  293,  294 
and  n.,  295. 

Capital  ships,  32,  71,  80,  152,  266, 
267,  270,  276,  277. 

Conference,  proposed  (1935),  275. 

Cruisers:  first-class,  260,  263  seqq . ; 
light,  260,  266  seqq. ; — replace- 
\  ment  of,  under  Anglo-Franco- 
Italian  agreement,  267, 268, 27 1-4. 

Destroyers,  260,  263  seqq. ;  replace¬ 
ment  of,  under  Anglo-Franco- 
Italian  agreement,  271-4. 

Deutschland  ( Ersatz  -  P  reus  sen): 
France,  attitude  of,  regarding,  32, 
71,  80,  264,  267,  276-7,  288  n .; 
launching  of,  32,  71,  288  n. ;  pur¬ 
pose  of,  32. 

Ersatz-Lothringen,  28,  32,  267,  288  n. 

France:  battle-cruiser,  question  of 
building,  71,  80,  152,  266,  267, 
276-7 ;  building  programmes  of — • 
(1924-30),  260;— (1930-1),  260, 
262-3;— (1931-2),  71,  80,  264, 
276-7;— (1932-3),  152,  277;  see 
also  above  under  Anglo-Franco- 
Italian  problem;  Deutschland. 

Germany,  see  under  Deutschland; 
Ersatz-Lothringen. 

Great  Britain  and,  118,  290,  295. 
See  also  above  under  Anglo-Franco- 
Italian  problem. 

Guns,  calibre  of,  267,  268. 

Italy:  building  programmes  of — • 
(1924-30),  260;— (1930-1),  260, 
262;— (1931-2),  277-8.  See  also 
above  under  Anglo-Franco-Italian 
problem. 

Japan:  see  above  under  Anglo- 
Franco-Italian  problem. 

London  Conference,  28,  259-60,  265, 
405. 


London  Treaty,  259,  260,  263,  267, 
268,  269,  275 ;  Art.  19,  273 ;  Art. 
21  (‘safeguarding  clause’),  259, 
265,  268;  Part  III,  259,  270,  273. 
Over-age  vessels,  266  seqq. 
Replacement,  267,  268-9  and  n., 
271-3,  274-5,  277. 

Submarines,  Anglo  -  Franco  -  Italian 
agreement  and,  263,  266,  267,  270, 
273  n. ;  laying  down  of,  260,  276, 
277,  278. 

U.S.A.  and,  118,  290-1,  294;  see  also 
above  under  Anglo-Franco-Italian 
problem. 

Washington  Treaty,  267  and  n.,  270. 
Netherlands  and,  292. 

Norway  and,  292,  293. 

Poland  and,  284  n.,  293. 

Preparatory  Commission  for  the  Dis¬ 
armament  Conference,  243  and  n., 
244,  279-80,  285. 

Public  opinion  and,  10-13,  243,  244, 
285-6,  287,  289-91. 

Rumania  and,  284  n.,  293. 

Security  in  relation  to,  249,  269,  282-4 
and  n.,  285,  291,  309  n. 

Sweden  and,  292. 

Switzerland  and,  292. 

Trained  reserves,  282. 

Turkey  and,  281,  282  n.,  292,  293,  329. 
U.S.A.  and,  46,  47,  125,  126,  281, 
283  n.,  287,  290;  and  armaments 
truce,  291  seqq.  See  also  above  under 
Naval. 

U.S.S.R.  and,  243  n.,  281,  284  n.,  292, 
293,  295,  296. 

World  crisis  in  relation  to,  10-13,  46, 
47,  243,  244,  291. 

Dobruja,  342. 

Dodecanese,  355,  388,  391  n. 

Doumer,  Monsieur,  63,  313. 

Doumergue,  Monsieur,  37,  309  n. 

Duller,  Eleanor,  cited,  182  n. 

Dumesnil,  Monsieur,  260,  262. 

Dumont,  Monsieur,  264,  274. 

Dumping,  47,  76,  117,  129,  145,  146.  198. 
237. 

Ecuador,  104,  133. 

Eftim,  Papa,  328  n. 

Eguchi,  Mr.,  435. 

Egypt:  financial  position  of,  105;  Great 
Britain,  relations  with,  355,  357,  358. 
See  also  under  currency;  disarma¬ 
ment. 

Elliott,  Sir  Francis,  358. 
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Erivan,  362. 

Estonia — see  under  currency. 

Europe : 

Armed  camps,  possible  division  into, 
243  and  n.,  312. 

Briand  Plan  for  closer  union  in,  35,  36, 
300 ;  Commission  of  Inquiry  for, 
sessions  of — second,  11,  35,  301; — ■ 
third,  63,  67-8,  301,  308  n.,  310,  313, 
314-15/325;— fourth,  114,  117,  321, 
323 ;  —  Organization  Commission, 
301,  306;  Economic  Experts’  Com¬ 
mittee,  work  of,  81,  117;  economic 
non-aggression  pact,  117;  France 
and,  35-6 ;  Iceland,  inclusion  of,  35 ; 
League  of  Nations  and — discussion 
of,  by  Eleventh  Assembly,  300; — 
subordination  of,  to,  35;  regional 
economic  agreements  and,  300,  302, 
315,  325-6  n. ;  Turkey,  inclusion  of, 
35 ;  U.S.S.R.,  inclusion  of,  35 ;  wheat 
conferences,  27,  325.  See  also  under 
Austria:  Germany. 

Central  European  Economic  Council, 
325—6  n. 

Dangerous  position  in,  11,  28,  286,  395. 
East  European  agrarian  states,  move¬ 
ment  for  co-operation  between,  26-7, 
36,  154,  324-6,  329-30  n. ;  Bulgaria 
and,  325;  Czechoslovakia  and,  325; 
Hungary  and,  325 ;  Jugoslavia  and, 
324-5,  329-30  n. ;  Poland  and,  325 ; 
Rumania  and,  325,  329-30  n. 
Economic  reconstruction,  proposals 
for  —  Czechoslovak,  321;- — French, 
312  and  n.,  313  and  n.,  315,  316. 
Neighbouring  states,  relations  be¬ 
tween,  412. 

Eysinga,  Jonkheer  van,  322. 

Farmer,  Monsieur,  124. 

Feetham,  Mr.  Justice,  423-7. 

Feng  Yii-hsiang,  406,  407,  408,  410, 
4i2. 

Fenton,  Mr.,  50. 

Financial  questions — see  under  Aus¬ 
tralia,  &C. ;  BANK  RATE;  CREDIT; 
CURRENCY  ;  DEFLATION  ;  GOLD  ;  INFLA¬ 
TION  ;  INTER-GOVERNMENTAL  DEBTS ; 
PRICES  ;  REPARATIONS  ;  SECURITIES  ; 
SILVER. 

Finland,  153,  232;  U.S.S.R.,  relations 
with,  155.  See  also  under  arbitra¬ 
tion  ;  currency  ;  disarmament. 

Flandin,  Monsieur,  87,  139,  321,  351  n. 

Forbes,  Ambassador,  456. 


France : 

Agriculture,  34,  35,  116,  201-2. 
Anglo-Saxon  view  of,  20-1,  22. 
Financial  situation:  bank  failures  in, 
133,  237 ;  bank  rate  in,  69,  124 ; 
budgets  of— (1914-30),  170-1,  172, 
180  seqq. ; — (1931—2),  34,  226 ; — 
(1932-3),  116,  133,  226;  financial 
power  of,  22,  75, 124-5, 126, 149, 183, 
314,  319,  321;  loans  to  (1914-24), 
180, 181 ;  short-term  assets  of,  165-6, 
183.  See  also  under  Austria:  Ger¬ 
many;  CURRENCY. 

Germany:  attitude  of,  towards,  28,  35, 
38,  243-4,  249,  285,  288;  financial 
relations  with,  83  seqq.,  90,  99  n., 
216,  319;  Joint  Economic  Commis¬ 
sion  with,  130.  See  also  under  cur¬ 
rency'  ;  DISARMAMENT ;  GERMANY : 
Loans. 

Government,  changes  of — (1924),  181; 
—(1926),  182;— (1931),  34 ;— (1932), 
152 ;  votes  of  confidence  in,  64,  152. 
Great  Britain:  commercial  relations 
with,  27, 145, 146 ;  financial  relations 
with,  98,  129,  181,  183,  226-7,  231- 
2; — conversations  regarding,  58  n., 
94-5, 129.  See  also  under  currency  ; 

GREAT  BRITAIN:  loans  to. 

Hungary,  loans  to,  149,  220 ;  relations 
with,  100,  101, 115. 

Industrial  situation  of,  25,  201-2 ; 
strikes  in,  64,  71. 

Italy,  relations  with — over  North- 
West  Africa,  261  and  n.,  278,  278- 
9  n. ; — over  South-East  Europe,  101, 
329.  See  also  under  disarmament: 
Naval. 

Jugoslavia,  loan  to,  36,  149. 

Poland,  loan  to,  36. 

Presidential  election,  63,  313. 
Rumania,  loan  to,  36. 

State  of  mind  of,  14-15,  17,  20-1,  25, 
243—4,  285-6,  318. 

Trade  balance  of,  34,  105,  152,  170, 
180  seqq.,  225. 

U.S.S.R.,  non-aggression  pact  pro¬ 
posed  with,  105,  118,  155. 

See  also  under  arbitration  ;  Austria  ; 
Belgium;  briand,  Monsieur;  Bul¬ 
garia  ;  CHINA  ;  CURRENCY  ;  CYPRUS  ; 
CZECHOSLOVAKIA  ;  DISARMAMENT  ; 
EUROPE;  INTER  -  GOVERNMENTAL 

debts;  laval,  Monsieur;  league 

OF  NATIONS;  MANCHURIA;  PERMA¬ 
NENT  COURT  OF  INTERNATIONAL 
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France  ( cont .) 

JUSTICE  ;  TRICES  ;  REPARATIONS  ; 
SECURITY  ;  TARIFFS  ;  TREATIES  ; 
TREATY  REVISION  ;  UNEMPLOYMENT  ; 
WAR. 

Francis  Ferdinand,  Archduke,  58,  107. 
Fran§ois-Poncet,  Monsieur,  113,  315. 
Francqui,  Monsieur,  138  and  n. 
Fromageot,  Monsieur,  322. 

Gandhi,  Mr.  M.  K. :  and  civil  disobedience 
movement,  39,  40-1,  158;  and  Round 
Table  Conference,  92,  115,  156,  158; 
arrest  of — (1930),  40  and  n. ; — (1932), 
158;  economic  theories  of,  25;  ‘Irwin- 
Gandhi  Pact’  (3.3.31),  42,  64,  156,  158, 
159. 

Garay,  Senor,  504. 

Gayda,  Signor,  314  n. 

Gdynia,  36. 

Geneva  Protocol  for  the  Pacific  Settle¬ 
ment  of  International  Disputes,  284. 
George  V,  King  of  England,  98. 

Georgia,  362. 

Geraud,  Monsieur  Andre,  ‘Pertinax’, 
249  n. 

Germany : 

Bankruptcies  in,  68,  69,  79,  147,  199  n., 

213,  215,  239. 

Banks:  70,  81,  84-5,  91,  92,  98,  147, 
213  seqq.,  220,  222,  238;  Acceptance 
and  Guarantee  Bank,  91 ;  bank  rate, 
69,  85,  94,  95,  99,  100,  212,  214,  215, 
219;  closing  of,  84,  92,  147,  214,  215, 
238;  ‘ Banal'  Bank,  84-5,  86,  91, 
213  seqq.,  219,  220,  222;  Dresdner 
Bank,  213,  214,  219,  222;  Gold 
Discount  Bank,  78,  81,  84,  218; 
Government  control  of,  84-5,  98, 
214-15,  238;  Reichsbank — see  under 
currency  ;  reopening  of,  85,  98, 

214,  215. 

Budgets  of — (1919-24),  176,  178; — 
(1930-31),  33;— (1931-2),  94. 

Capital  exported  from,  78,  178,  211. 
See  also  below  under  Loans;  and 
under  currency. 

Communists:  activities  of,  69,  94,  99, 
130,  218,  288  n.;  growth  of  move¬ 
ment,  32,  207. 

Credit,  restriction  of,  176,  177,  178, 
212,  222.  See  also  above  imderBanks. 
Decrees,  emergency,  68,  69,  85,  89, 
130,  147-8,  214-1.5,  238-9. 

Economic  Advisory  Council,  130,  147, 
238. 


Election,  Presidential  (1932),  148. 

Espionage  trials,  148,  288. 

Financial  crisis — (May-Sept.  1931),  68 
seqq.,  78  seqq.,  91,  92,  95,98-100,  113. 
211-15,  217-19,  222;— (Oct.  1931- 
Feb.  1932),  130,  138,  139  and  n., 
142-3,  147-8,  235,  238-40. 

Great  Britain:  commercial  relations 
with,  129,  146;  financial  relations 
with,  139  n.,  227,  229.  See  also 
below  under  Loans. 

Industry :  production  in,  208 ;  state 
control  of,  130. 

Italy,  relations  with,  243  n.  See  also 
below  under  Loans. 

Jugoslavia,  commercial  relations  with, 
36. 

Lander,  powers  delegated  to,  33,  113. 

Loans  to:  173,  176,  178,  211,  213; 
Central  Banks’  credit,  74,  84,  90,  98, 
99-100,  142-3  and  n.,  212  seqq.,  218 ; 
International  Bankers’  Committee 
on,  90,  98,  99-100,  217-18;  London 
Conference  on,  86  seqq.,  95,  98,  217 ; 
long-term  credits,  138  and  n.,2\  \  ; — 
amount  of,  138,  227 ; — French  pro¬ 
posal  regarding,  83,  86,  88-9 ; — 
Great  Britain  and,  88-9 ; — Italy  and, 
88;— need  for,  83,  99  and  n.,  138, 
218; — U.S.A.  and,  86,  88-90;  short¬ 
term  credits,  86,  139  n.,  211; — 
amount  of,  138,  143,  227,  229 ; — 
conversion  of,  into  long-term  credits 
proposed,  90,  138,  218; — repay¬ 
ment  of,  213,  235,  239 ;— Standstill 
Agreement  on,  89-90,  99,  100,  113, 
139,  142-3,  217,  218,  235,  238,  239. 

National-Socialists:  growth  of  move¬ 
ment,  32-3,  64,  94,  148,  207,  399 ; 
pohtical  activities  of,  33,  64,  69,  94, 
99,  130,  148,  218,  302  n. 

Nationalists,  33,  130,  148,  207,  218, 
302  n. 

Netherlands,  investments  by,  in,  222. 

Poland,  relations  with,  28,  32,  68,  288, 
310  and  n. 

Political  situation,  28,  32-3,  69-70, 
129-31,  148,  212.  See  also  above 
under  Communists ;  National  Socia¬ 
lists;  and  under  hessen;  olden- 
BURG  ;  PRUSSIA. 

Rumania,  commercial  relations  with, 
36. 

Stahlhelm,  99,  148,  288. 

State  of  mind  of,  14-15,  17-18,  69. 

Stock  exchange  in,  73,  74,  113,  222. 
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Taxation,  increase  of,  69, 148. 

Trade  balance  of,  113,  131, 146  and  n., 
147,  177,  225,  239. 

U.S.A.,  investments  by,  in,  211.  See 
also  above  under  Loans. 

U.S.S.R.,  relations  with,  43,  118,  243  n. 
Wages:  reduction  of,  69,  148,  238; 
restrictions  on  payment  of,  85,  89, 
214. 

See  also  under  arbitration  ;  Austria  ; 

BRAZIL  ;  BRUNING,  Dr.  ;  CURRENCY  ; 

curtius,  Dr. ;  Czechoslovakia  ; 

DISARMAMENT ;  FRANCE ;  INTER¬ 
GOVERNMENTAL  DEBTS;  LEAGUE  OF 
NATIONS ;  PRICES ;  REPARATIONS ; 
RUHR  ;  TARIFFS  ;  TREATIES  ;  TREATY 
REVISION  ;  UNEMPLOYMENT  ;  WAR. 

Gibbon,  Edward,  cited,  2  n.,  3.  5  n., 

120. 

Gibson,  Mr.  Hugh,  264. 

Gifford,  Mr.  Walter,  103. 

Gilbert,  Mr.  Prentiss,  492  and  n.,  500. 
Gold:  circulation  of  gold  coins,  162,  163, 
176,  180,  184,  189;  demand  for,  188, 
189;  economy  in  use  of,  164,  188; 
League  of  Nations  studies  problem  of, 
144;  maldistribution  of,  46,  164,  189, 
190-3.  198;  movements  of — -(1913-30), 
46, 163-4,  ITAseqq.,  180, 182-3, 188-93, 
198,  200,  202;  — (May-Sept.  1931), 
66-7,  70,  83,  85,  94  seqq.,  104,  105,  110, 
115-16, 121-2;— (Sept.  1931-Feb.  1932) 
123  seqq.,  143-4  n.,  150,  233  seqq. ;  pro¬ 
duction  of,  163,  188-9.  See  also  under 
currency:  Gold  Standard,  Reserves. 
Goldschmidt,  Dr.  Jacob,  214. 
Gonzalez-Parada,  Senor,  504. 

Grandi,  Signor:  and  Anglo-Franco- 
Italian  naval  problem,  260  seqq. ; — 
‘naval  holiday’  proposed  by,  262,  263 ; 
and  armaments  truce,  119,  244,  291-2, 
293 ;  and  Austro-German  Customs 
Union,  314,  315,  317  and  n.,  321 ;  and 
Bulgaro-Greek  relations,  348  n.,  351 ; 
and  General  Act,  253 ;  and  North¬ 
west  African  question,  261  and  n., 
278;  and  Hoover  Plan  negotiations, 
76 ;  and  London  Conference,  87  and  n. ; 
speeches  of — (9.5.30),  260; — (3.6.30), 
261  n.,  262 ;— (14.3.31),  271 ;— (3.6.31), 
273  and  n. ;  visit  of — to  Berlin,  127 ; 
— to  Washington,  127,  152. 

Great  Britain: 

Balance  of  payments  in,  109, 168, 184-5, 
224-5,  229-30,  231. 

Bank  rate  in — (1925-31),  229-30; — 


(1929),  199;— (1930),  200,  204;— 
(1931),  69,  93,  95,  111  and  n.,  217, 
224. 

Bankruptcies  in,  199-200  and  n. 

British  world  order,  6  seqq.; — develop¬ 
ment  of,  6-8 ; — disintegration  of, 
15-17,  57-8;  —  universal  peace 

essential  to,  8-11,  15-16. 

Budgets  of— (1920-1),  185 ;—( 1930-1), 
56;  —  (1931-2),  56,  57,  79-80;  — 
(Sept.  1931),  96,  97,  108,  109,  111, 
222,  226,  230,  231 ;—( 1932-3),  96, 
109,  224,  226. 

Capital  issues  in,  204  and  n. 

Cost  of  living  in,  202  and  n. 

Cunliffe  Committee — see  under  cur¬ 
rency:  Great  Britain. 

Deflation  in,  168,  170,  185,  186-8. 

Economy,  proposals  for,  56,  57,  96-7, 
109; — Labour  party  and,  97,  108, 
109. 

Financial  position:  international  sus¬ 
picions  regarding,  56,  57-8,  65-6, 
216-17,  220-1,  226; — repercussions 
of  crisis,  62,  95,  101,  102,  121-3, 165, 
231  seqq.,  319.  See  also  below  under 
Loans. 

Foreign  policy  of,  7  seqq. 

General  election  (Oct.  1931),  128  andn. 
230,  399. 

Government,  change  of  —  (1923),  168, 
171  and  n.; — (Aug.  1931),  54,  98, 
107,  108;— (Nov.  1931),  144. 

Industry ;  disputes  regarding,  54-5, 
66,  75,  79,  97,  108,  146-7;  Gold 
standard  and,  186-8,  230-1 ;  posi¬ 
tion  of,  54-5,  65-6,  129,  147,  201, 
202;  production  reduced  in,  208. 
See  also  under  tariffs. 

Inflation  in,  109,  170,  171. 

Investment  policy  of,  184,  198,  199, 
204-5,  211,  227-8,  229;  Labour 
party  and,  108;  long-term  assets, 
227-8 ;  short-term  assets,  220,  227-9 
and  n. 

Loans  to:  Franco- American  credits — 
to  Bank  of  England,  95,  96,  98,  129, 
217,  220-1,  223; — to  Treasury,  108, 
221,  223; — repayment  of,  129,  143 
and  n.,  231 ;  long-term  credits,  228; 
short-term  funds,  165,  186,  220  seqq., 
227-9  and  n. 

Macmillan  Committee,  report  of,  85, 
193,  192  and  n„  216,  220,  228,  229  n. 

May  Committee,  95-6  and  n.,  216-17, 
220,  226. 


542 


INDEX 


Great  Britain  (ccmt.) 

Naval  unrest  in,  109-10,  128,  222-3. 
State  of  mind  of,  14,  15-17,  20-2,  24, 
203-4. 

Stock  exchange  in,  121,  128,  203-4. 
Taxation  in,  57,  108,  109,  185,  220. 
Wages,  reduction  of,  in,  54-5,  66,  75, 
97,  146-7,  187-8,  203. 

See  also  under  arbitration  ;  Austria  ; 
CHINA;  CURRENCY;  CYPRUS;  DEN¬ 
MARK  ;  DISARMAMENT ;  EGYPT ; 
FRANCE;  GERMANY;  GREECE;  HEN¬ 
DERSON,  Mr. ;  Hungary  ;  India  ; 
INTER-GOVERNMENTAL  DEBTS; ITALY ; 
JAPAN;  LEAGUE  OF  NATIONS;  MAC¬ 
DONALD,  Mr. ;  Manchuria  ;  Nether¬ 
lands  ;  POLAND ;  PRICES ;  REPA¬ 
RATIONS  ;  SECURITY ;  TARIFFS ; 
TREATIES  ;  UNEMPLOYMENT  ;  WAR. 
Greece:  at  Central  European  Economic 
Council,  325  n. ;  bank  rate  in,  232 ; 
financial  situation  of,  154,  232,  236; 
foreign  policy  of,  329;  Great  Britain, 
funds  deposited  in,  236 ;  Serbia,  treaty 
of  alliance  with,  358-9 ;  Turkey — • 
agreements  with  (30.10.30),  326, 327-8 ; 
— economic  co-operation  with,  328; — 
exchange  of  populations,  327,  328  and 
n. ; — rapprochement  with,  134—5,  326-9, 
387-8.  See  also  under  Balkan  states  ; 

BULGARIA;  CRETE;  CURRENCY;  CYPRUS; 
DISARMAMENT;  DODECANESE;  INTER¬ 
GOVERNMENTAL  DEBTS  ;  TARIFFS  ; 

treaties  ;  venizelos,  Monsieur ;  war. 
Gregory,  Mr.  Justice  Holman,  55. 
Gregory,  Professor  T.  E.,  187  and  n. 
Grey  of  Fallodon,  Viscount,  358, 359, 360. 
Groener,  General,  288  and  n. 

Guatemala — see  under  security  ;  war. 
Guerrero,  Senor,  322. 

Haas,  Monsieur  Robert,  396. 

Hall,  Mr.  H.  R.,  cited,  393  n. 
Hamaguchi,  Mr.,  401  n. 

Hankow,  transitory  regime  in,  423. 
Hassan  Beg,  98. 

Hawtrey,  Mr.  R.  G.,  192  n. 

Hay,  Lord  John,  357. 

Hayashi,  Major,  452. 

Headlam-Morley,  Sir  James,  cited,  356  n., 
357  n. 

Heinl,  Herr,  300  n. 

Henderson,  Rt.  Hon.  Arthur:  and  Anglo- 
Eranco-Italian  naval  problem,  30-1, 
62,  261  seqq.,  273 ;  and  Austro-German 
Customs  Union,  37,  63,  305  seqq.,  317- 


18;— speech  on  (30.3.31),  305,  306 
and  n.,  308  and  n. ;  and  Bulgaro-Greek 
dispute,  348,  349 ;  and  Chinese  situa¬ 
tion,  411,  422,  430;  and  disarmament, 
279,  281,  289 ;  and  General  Act,  246-7, 
250-1,  252,  253;  and  German  financial 
crisis,  72,  86,  87,  91 ;  and  prevention 
of  war,  254 ;  and  unemployment  relief, 
66;  conversations  of,  with  Mr.  Mellon, 
72;  visits  Berlin,  70,  86,  91,  93.  See 
also  under  bruning,  Dr.;  curtius.  Dr . 

Herriot,  Monsieur  Edouard:  and  dis¬ 
armament,  286  and  n. ;  financial  policy 
of  (1924-6),  182;  Government  of 
(1924^6),  181,  182. 

Hertzog,  General,  123,  234. 

Hessen,  148. 

Hindenburg,  President  von :  and  Hoover 
Plan,  73,  78;  and  German  political 
situation,  130;  conversations  of,  with 
MM.  Laval  and  Briand,  129-30;  end 
of  term  of  office  of,  147,  148 ;  launches 
Deutschland,  32 ;  signs  emergency 
decrees,  69,  113,  148. 

Hirohito,  Emperor  of  Japan,  397. 

Hitler,  Herr  Adolf,  33,  89,  130,  148. 

Hoesch,  Herr  von,  82,  84,  100,  138,  304 
and  n. 

Honduras,  revolution  in  (1931),  30. 

Honduras,  British,  119,  120. 

Hongkong,  464,  471  n.,  479  n. 

Honjo,  General:  attacks  Chinchow,  448, 
455,  458,  460 ;  occupies  Mukden,  441 ; 
refuses  to  recognize  Chang  Hsueh- 
liang,  448;  troops  not  withdrawn  by, 
453. 

Hoover,  President:  and  British 

financial  crisis,  62,  108;  and  disarma¬ 
ment,  46,  47,  290;  and  U.S.  economic 
position,  44,  45-6,  47,  103,  150-1  and 
n.\  and  world  crisis,  46,  47,  67,  116, 
150-1  and  n. ;  conversations  of — with 
Mr.  Bennett,  47 ; — with  M.  Laval 
(23/5.10.31),  124-6,  127,  150;  on 

U.S.  budget,  151 ;  on  London  Confer¬ 
ence,  91,  93 ;  opposition  to,  45-6,  73  n., 
140;  proposes  moratorium,  72—3  andn. 
See  also  under  inter-governmental 

DEBTS. 

Houghton,  Mr.,  286  and  n. 

Hu  Han-min,  407,  408-9  and  n.,  410,  414. 

Huang  Chen-wu,  Colonel,  429,  430. 

Huang  Han-liang,  416. 

Hugenberg,  Herr  Alfred,  89,  114,  130, 
148. 

Hungary:  budget,  100,  131,  219,  240-1; 
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financial  crisis — (May-Sept,  1931),  84, 
85,  100-1,  115,  216,  219-20;— (Sept. 
1931-Feb.  1932),  131-2,  149,  240-1; 
— appeal  to  League  of  Nations,  115, 
131-2,  240-1 ;  frontiers  of,  127 ; 

Government,  change  of,  100-1,  115, 
220 ;  Italy,  relations  with,  101 ;  loans 
to,  95,  100,  149,  172,  241 ;  - —  Great 
Britain  and,  95 ;  trade  balance  of,  241 ; 
transfer  moratorium  proclaimed  by, 
149,  241.  See  also  under  Austria; 

CURRENCY ;  DISARMAMENT  ;  EUROPE ; 
FRANCE;  REPARATIONS;  TREATIES. 

Hurst,  Sir  Cecil,  322. 

Hymans,  Monsieur,  87  and  n.,  145-6. 

Ibanez,  President,  93. 

Ibn  Sa'ud,  156. 

Iceland — see  under  Europe. 
Immigration,  restriction  of,  16,  48  and  n., 
208,  250,  401  and  n. 

India:  boycott  in,  41-2,  160;  civil 
disobedience  movement,  39,  41-2, 
158-9;  communal  question,  40,  41, 
42,  134,  157  and  n. ;  financial  position 
of,  75;  Great  Britain — changed  policy 
of,  156-9,  160; — conquest  by,  8; — 
transfer  of  powers  from,  39-40,  41-2; 
Hindus,  39,  41,  157  and  n. ;  ‘Irwin- 
Gandlii  Pact’,  41-2,  64,  115,  156,  158, 
159;  Muslims,  39,  41,  157  and  n.; 
population  of,  40;  Round  Table  Con¬ 
ference:- — first  session  (1930-31),  41, 
42  n. ; — second  session  (1931),  92,  105, 
134,  157  and  n. ; — committees  of,  158, 
159;  Sikhs,  39,  41,  157.  See  also  under 

ARBITRATION ;  CHINA ;  CURRENCY ; 
GANDHI,  Mr.,  INTER-GOVERNMENTAL 
DEBTS  ;  KASHMIR  ;  SILVER. 

Indo-China,  French — see  under  cur¬ 
rency;  silver. 

Inflation,  161  seqq.,  176  seqq.,  198,  199, 
201,  217. 

Inouye,  Mr. :  and  Manchurian  crisis,  443 ; 
assassination  of,  401  n.,  459 ;  Japan 
abandons  policy  of,  135,  401,  402,  403. 
Institute  of  Pacific  Relations,  398-9  n., 
403  n. 

Inter-Governmental  debts : 

Australia  and,  50,  53,  74. 

Belgium  and,  76,  77  n. 

Bulgaria  and,  350  seqq. 

Canada  and,  74. 

Cancellation  of,  127,  140,  141-2. 
Effects  of,  on  international  finance,  46, 
163,  164,  166,  168,  192. 


France  and,  73  seqq.,  125-6,  133,  141, 
142,  213.  See  also  below  under 
Hoover  Plan. 

Germany  and,  see  below  under  Hoover 
Plan. 

Great  Britain  and,  50,  53,  73  seqq.,  86, 
108,  141,  142. 

Greece  and,  91,  349-50  and  n. 

Hoover  Plan,  72  seqq.,  125-6,  140,  142, 
212-13 ;  announcement  of,  73  and  n., 
212;  British  Dominion  war  debts 
and,  74;  Committee  of  Experts,  81, 
82,  86,  106,  217,  350  and  n. ;  creditor 
Powers  accept,  73-4,  77,  78,  81 ; 
extension,  suggested,  116,  125-6, 
142;  France,  negotiations  with,  re¬ 
garding,  75-8,  213;  Germany  and, 
72  seqq.,  142; — assurance  given  by 
regarding  armaments  expenditure, 
77,  82,  288; — effect  on  financial 
crisis  in,  74,  78-9,  212-13;  U.S.A. 
and,  19,  72  seqq.,  86,  92,  116,  125-6, 
140 ; — ratification  of,  by,  140. 

India  and,  74. 

Italy  and,  74,  76,  77,  82,  86,  141-2, 
172. 

Jugoslavia  and,  106. 

Rumania  and,  77-8  n. 

South  Africa  and,  74. 

U.S.A.  and,  46,  92,  116,  125-6,  127, 
139-40,  142,  172.  See  also  above 
under  Hoover  Plan. 

See  also  under  Bulgaria:  Greece; 
REPARATIONS  ;  TREATIES. 

International  Labour  Organization,  312, 
397. 

Inukai,  Mr.,  401  n. 

'Iraq:  progress  of,  towards  independence, 
354,  355,  363. 

Irish  Free  State:  budget  of,  153;  world 
crisis  and,  207.  See  also  under  arbi¬ 
tration  ;  CURRENCY ;  PERMANENT 
COURT  OF  INTERNATIONAL  JUSTICE ; 
UNEMPLOYMENT. 

Irwin,  Viscount,  41-2,  92,  115,  156,  158, 
159. 

Ismet  Pasa:  and  Balkan  Conference, 
334;  and  Bulgaro-Turkish  relations, 
341 ;  visit  of — to  Athens,  134,  326, 
327-8 ; — to  Budapest,  327. 

Italy:  budget  of,  66,  133,  152-3;  foreign 
policy  of,  243  n.,  260,  261-2,  291; 
Great  Britain — commercial  relations 
with,  27, 237 ; — loans  from,  173 ;  Istituto 
Mobiliare  Italiano  set  up,  152;  Jugo¬ 
slavia,  relations  with,  173;  Spanish 
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Italy  ( cont .) 

revolution,  attitude  to,  29 ;  stock 
exchange  in,  121  n.,  231 ;  trade 

balance  of,  170,  225.  See  also  under 

ALBANIA ;  ARBITRATION ;  AUSTRIA ; 
BULGARIA  ;  CURRENCY  ;  DISARMAMENT  ; 

France;  Germany;  GRANDI,  Signor; 

HUNGARY;  INTER-GOVERNMENTAL 
DEBTS ;  MANCHURIA ;  MUSSOLINI, 

Signor;  trices;  security;  tariffs; 

TREATIES  ;  UNEMPLOYMENT  ;  WAR. 

Jacomet,  Monsieur,  279. 

Japan : 

Agriculture  in,  400  n. 

Bank  rate  in,  232. 

Civil  and  military  authorities,  constitu¬ 
tional  relation  between,  441-2. 
Economic  policy  of,  135,  400,  403. 
Economic  sanctions,  possible  success 
of,  against,  479  n. 

Foreign  policy  of:  (1914-21),  400; 
(1922-31),  399-401,  403;  (1931-2), 
— causes  of  change  in,  135,  399, 
401-3,  441-2;  —  economic  conse¬ 
quences  of,  232,  236,  403^1, 405, 459. 
Foreign  trade  of,  236,  402  and  n.,  463, 
471  and  n.. 

Government,  change  of,  236,  459. 
Great  Britain,  lapse  of  alliance  with, 
401  and  n. 

Imperial  Restoration,  401,  442. 
Minseito  party,  435,  459. 

Political  anarchy  in,  442-3  and  n.,  476. 
Population,  growth  of,  400. 

Seiyukai  party,  435,  459. 

Silk  production  in,  400  n. 

Standard  of  living  in,  400  and  n. 
State  of  mind  of,  402-3,  404,  442,  459, 
482. 

Stock  exchange  in,  232. 

Terrorism  in,  401  and  n.,  404,  459. 
U.S.A. :  commercial  relations  with, 
400  n.,  402-3  n.,  463 ;  immigration 
question  and,  401  and  n. 

U.S.S.R.:  non-aggression  pact  with, 
suggested,  155-6 ;  troops  withdrawn 
from  Russian  Maritime  Province 
(1922),  399^00,  401  and  n.,  402. 
See  also  under  china  ;  currency  ; 

DISARMAMENT  ;  LEAGUE  OF  NATIONS  ; 
MANCHURIA ;  PRICES ;  SHIDEHARA, 

Baron;  silver;  treaties;  war. 
Jardine,  D.  J.,  cited,  371  n. 

Jimenez,  Colonel  Gustavo,  47. 
Jugoslavia,  355;  minorities  question  in, 


330  seqq.  See  also  under  Albania  ; 

AUSTRIA  ;  BALKAN  STATES  ;  BULGARIA  ; 
CURRENCY ;  CZECHOSLOVAKIA ;  DIS¬ 
ARMAMENT  ;  EUROPE;  FRANCE; 
GERMANY ;  GREECE ;  INTER-GOVERN¬ 
MENTAL  DEBTS  ;  ITALY  ;  TARIFFS  ; 
TREATIES  ;  WAR. 

Karolyi,  Count,  115,  131,  220. 

Kashmir,  157-8. 

Katzenellenbogen,  Herr  Ludwig,  199  n., 
239. 

Kawamoto,  Lieutenant,  439. 

Kawashima,  Company  Commander,  439. 

Kayser,  Monsieur  Jacques,  286. 

Kellogg,  Mr.  Frank  B.,  322,  491. 

Kellogg  Pact — see  under  war  :  Renuncia¬ 
tion  of. 

Kemal  Pasa,  Mustafa:  and  Balkan  Con¬ 
ference,  335 ;  and  Bulgaro-Turkish 
relations,  341 ;  and  Sultanate- 
Caliphate,  354  n. 

Kenya,  105. 

Keynes,  Mr.  J.  M.,  187-8  and  n. 

Khrysanthopoulos,  Ph.  [Photakos],  cited, 
387  n. 

Kindersley,  Sir  Robert,  94-5. 

Kirin,  444. 

Koo,  Mr.  Wellington,  415,  416,  455,  497. 

Koranyi,  Baron  Frederick,  149. 

Korea,  anti-Chinese  riots  in,  80,  82, 
431  n.,  432,  433,  434-5. 

Koundouriotis,  Admiral,  389. 

Krofta,  Monsieur,  321. 

Kwantung,  433  n.,  463. 

Kyrenia,  Bishop  of,  384. 

Kyrillos,  Archbishop  of  Cyprus,  384. 

Kyrou,  Monsieur,  389. 

Kyrov,  Monsieur,  331. 

Lacour-Gayet,  Monsieur,  124. 

Lampson,  Sir  Miles,  421,  422,  424,  430. 

Lang,  Mr.,  50,  51,  52,  70  and  n.,  92,  93, 

102,  112. 

Latham,  Mr.,  53. 

Latvia,  bank  failures  in,  84. 

Laval,  Monsieur:  and  Austro- German 
Customs  Union,  312  n.;  and  Franco- 
British  commercial  relations,  95,  145 ; 
and  Hoover  Plan,  86,  87,  88 ;  and  loans 
to  Hungary  and  Jugoslavia,  149 ;  and 
reparations,  126,  138,  139,  141,  142; 
forms  new  Ministry,  152 ;  on  unemploy¬ 
ment,  34;  visits  Berlin,  100,  114,  129- 
30.  See  also  under  hoover.  President. 

Layard,  Mr.,  356,  370. 
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Layton,  Sir  Walter,  99,  141  n.,  217. 

League  of  Nations: 

Assembly :  eighth  session,  283  n. ;  ninth 
session,  246,  254 ;  tenth  session,  254- 
5;  eleventh  session,  248,  249,  256, 
263;  twelfth  session,  276; —  and 
armaments  truce,  119,  244,  291-5; 
— and  China,  397 ; — and  prevention 
of  war,  245,  254,  258-9  and  n. ; — and 
world  crisis,  118. 

Chile,  attitude  of,  to,  257,  259  n. 

China  and,  396-7,  399  and  n.,  481.  See 
also  under  Manchuria. 

Communications  and  Transit  Organiza¬ 
tion,  280,  281,  396. 

Council :  sessions  of — sixtieth,  260-1 ; 
— sixty-second,  32,  257,  287,  396; — 
sixty-third,  68,  253,  275,  280-2, 
325  n.,  396; — sixty-fourth,  114,  118, 
320,  396,  397 ;— sixty-fifth,  397,  458, 
481,  505;  decisions  of — enforcement 
of,  245,  255  seqq.,  283  n.,  478-81  n., 
505-7 ; — on  questions  of  procedure 
or  substance,  491,  492  n.,  493; 
— unanimity  rule  for,  245,  256,  258, 
259  n.,  475,  486,  487  and  n.,  491-2, 
493,  497  ;  membership  of,  481  and  n. 

Covenant:  Art.  1.  442;  Art.  4,  491; 
Art.  5,  491 ;  Art.  8,  283 ;  Art.  10,  474, 
496;  Art.  11,  254,  256,  259  n.,  475, 
481-2,  487,  491;  Art.  12,  474,  504; 
Art.  13,  474,  497 ;  Art.  14,  316 ;  Art. 
15,  245,  248  and  n.,  475;  Art.  16, 
258,  47fR5 ;  Art.  17,  491. 

Economic  and  Financial  Organiza¬ 
tion.  26,  102,  114-15,  131-2,  153^1, 
240-1,  321  n.,  323,  352  n. 

France,  attitude  of,  to,  254  seqq.,  282-4 
and  n. 

Germany,  attitude  of,  to,  256-7, 492  n. 

Great  Britain,  attitude  of,  to,  254  seqq. 

Health  Organization,  396,  397. 

Japan  and,  255  seqq.,  401,  481,  492  n. 
See  also  under  Manchuria. 

Members,  number  of,  473;  qualifica¬ 
tions  needed  by,  442. 

Mexico,  admission  of,  to,  293  n. 

Non-members,  co-operation  of,  with, 
251,  281  and  n.,  292-3  and  n.,  491. 
See  also  below  under  U.S.A. 

Poland,  attitude  of,  to,  256,  257. 

Spain,  attitude  of,  to,  256,  257. 

Sweden,  attitude  of,  to,  256,  257. 

U.S.A.,  co-operation  of,  with,  regarding 
disarmament,  281,  292  seqq.  See 
also  under  Manchuria. 
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U.S.S.R.,  attitude  of,  to,  281,  292-3, 
296. 

See  also  under  arbitration  ;  Austria  ; 

BULGARIA;  DISARMAMENT;  EUROPE; 
GOLD  ;  HUNGARY  ;  MANCHURIA ;  SE¬ 
CURITY  ;  WAR. 

Leith-Ross,  Sir  Frederick,  129,  141. 

Lemery,  Monsieur,  277. 

Lerroux,  Sehor,  134,  490  n. ;  and  arma¬ 
ments  truce,  296 ;  and  Manchurian 
conflict,  483,  484,  505  n. 

Li  Chai-sum,  General,  410-11. 

Liapcev,  Monsieur,  342-3,  348,  349. 

Liechtenstein,  customs  union  of,  with 
Switzerland,  317  n. 

Lin  Sen,  415,  416. 

Lithuania,  bank  rate  in,  232. 

Little  Entente  Conference,  37,  310  n. 

Litvinov,  Monsieur  Maxim :  and  disarma¬ 
ment,  284  n. ;  and  economic  non¬ 
aggression  pact,  117;  and  Franco- 
Soviet  negotiations,  117-18;  and 
Polish-Soviet  relations,  105,  284  n. 

Loans,  International — see  under  credit. 

Loucheur,  Monsieur,  277. 

Luke,  H.  C.,  cited,  371  n. 

Luther,  Dr.,  83,  87,  91,  213-14,  239. 

Luxembourg — see  under  arbitration  ; 
currency. 

Lyons,  Mr.,  50,  53  and  n.,  149. 

Ma  Chan-shan,  General,  450,  451,  452, 
453. 

MacDonald,  Rt.  Hon.  J.  Ramsay:  and 
balance  of  trade,  109;  and  general 
election,  128 ;  and  Hoover  Plan,  74,  76 ; 
and  India,  41,  75,  134,  157 ;  and 
national  economy,  56,  97,  111;  and 
reparations,  141 ;  and  unemployment, 
55,  56,  66 ;  at  London  Conference,  87, 
89,  90;  conversations  of,  with  Mr. 
Mellon,  72;  financial  policy  of  (1924), 
181;  forms  new  Government,  98,  108; 
on  Anglo-Franco-Italian  naval  pro¬ 
blem,  259-60;  on  British  Navy,  110; 
on  Burma,  159;  visit  of,  to  Berlin,  70, 
86,  91,  93.  See  also  under  bruning. 
Dr.;  CURTIUS,  Dr. 

Macedonian  Revolutionary  Organization, 
337,  338  n.,  342,  343-4. 

Mackensen,  General,  359. 

Madariaga,  Sehor  Salvador  de,  294, 
481  n.,  490  n. 

Madeira,  30. 

Maginot,  Monsieur,  152,  285. 

Malinov,  Monsieur,  343,  344,  350,  351. 
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Malta,  28,  30. 

Manchuria : 

Anarchy,  growth  of,  in,  404,  445-7 
and  n.,  507. 

Korean  settlers,  relations  of,  with 
Chinese  and  Japanese,  432,  433-5, 
445,  447  n. 

Railway  construction  in,  436  n. 

Railways:  Changchun-Kirin,  444  and 
n. ;  Chinese  Eastern  Railway,  24, 
155  and  n.,  432  and  n.,  433  n.,  444, 
449,  452,  453;  Kirin-Hailungcheng, 
436  n. ;  Mukden  -  Hailungcheng, 
436  n. ;  Peking  -  Mukden,  436  n., 
445  and  n.,  448,  454,  455,  460 ;  South 
Manchuria  Railway — alleged  sabot¬ 
age  on,  430,  438-9; — Chinese  com¬ 
petition  with,  431,  432-3  and  n., 
435-7  and  n.,  494 ; — connexion  with 
Ssupingkai-Angangki  line,  449 ; —  ; 
length  of,  450 ; — military  operations 
extended  beyond  zone  of,  136,  444, 
449,  450 ; — railway  guards,  443  n. ; 
— status  of  railway  zone,  431  and  n. ; 
— treaty  rights,  436  and  n.,  443  ; 
and  n.,  476  and  n.,  485,  497,  498, 
499;  Ssupingkai  —  Angangki,  449 
seqq. ;  Tungliao-Tahushan,  436  n. 

Sino- Japanese  conflict: 

Aggressive  policy  renounced  by 
both  parties,  483,  485,  486,  488, 
494,  498,  501. 

Antecedents  of,  80,  107,  120,  432-7. 
Arbitral  settlement,  Chinese  pro¬ 
posal  for,  497  and  n. 

British  Dominions  and,  432,  473. 
China:  anti- Japanese  movement  in 
intra- mural  China  —  see  under 
china:  Japan;  skilful  diplomacy 
of,  423,  475,  480,  506; — Japanese 
view  of,  475-6 ;  treaty  obligations 
of,  473,  475,  480  n.,  489,  507.  See 
also  above  under  Railways. 
Communications,  Japanese  control 
over,  438,  446-7. 

France  and,  455,  460,  473,  493  and  n. 

See  also  under  briand,  Monsieur.  | 
Great  Britain :  attitude  of,  502 ;  in¬ 
terest  of,  in,  405,  432,  479;  repre¬ 
sentations  made  by — regarding 
Chinchow,  460 ; — regarding  Pe¬ 
king  -  Mukden  Railway,  455 ; 
treaty  obligations  of,  473. 
Improvement  of  Means  of  Prevent¬ 
ing  War,  General  Convention  for, 
and,  245,  259. 


International  significance  of,  11, 
136-7,  161,  395,  404-5,  477-81, 
505-6.  See  also  under  security. 

Italy  and,  473. 

Japan:  civil  and  military  authori¬ 
ties,  relations  between,  120,  401-2, 
437  and  n.,  439  seqq.,  448  seqq., 
460,  476,  507  ;  diplomatic  methods 
of,  476,  496,  506,  507 ;  economic 
interests  of,  in  Manchuria,  404, 
405,  463,  507 ;  effect  of  moral 
pressure  on,  506 ;  Japanese  na¬ 
tionals,  protection  of,  445-7,  462, 
507 ;  —  Chinese  assurances  re¬ 
garding,  483^,  486,  493-4,  499 ; 
— Japanese  attitude  regarding 
441,  446-7,  455,  458,  484,  486, 
493,  495,  498-9 ; — League  Council 
resolutions  on,  486,  493-4,  498-9 ; 
— need  for,  445-7,  462,  507 ; 
reasons  for  action  of,  436  n.,  506—8 
{see  also  under  japan:  Foreign 
policy) ;  treaty  obligations  of,  473, 
477,  478 ;  treaty  rights  of,  436 and 
n.,  443  and  n.,  476  andn.,  485,  497, 
498,  499.  See  also  above  under 
Railways. 

League  of  Nations  Council:  appeals 
to  Chinese  and  Japanese  Govern¬ 
ments— (22.9.31),  483-4,  486;— 

(9.10.31) ,  488  and  n.; — (6.  and 
11.11.31),  499  and  n. ;— (25.11.31), 
454,  457,  501  n. ;  Chinese  appeal 
to — under  Art.  11  of  Covenant, 
475,  481-2,  484,  485 ;— under  Art. 
15,  475  and  n.,  485;  Commission 
of  Inquiry  sent  by,  477, 501-2, 505 ; 
conflict  of  wills  in,  502-5;  diffi¬ 
culty  of  dealing  with  Oriental 
Powers,  442-3,  506,  507 ;  favour¬ 
able  conditions  for  work  of,  478, 
479  and  n. ;  Members’  identic  note 
to  Chinese  and  Japanese  Govern¬ 
ments  (17.10.31),  493;  policy  of, 
474-5,  486,  503-5,  506,  507 ;  pro¬ 
posals  of — regarding  neutral  ob¬ 
servers,  447  ; — regarding  neutral 
zone,  454,  456;  resolutions  of — 

(22.9.31) ,  483,  491 ;— (30.9.31), 
486-7,  489,  498,  500,  501,  502  ;— 

(24.10.31) ,  492  seqq.,  500,  507;— 

Japanese  counter  proposals,  495, 
496  and  n.,  498-9;— (10.12.31), 
457-8,  501-2,  504 ;  results  of  work 
of,  11,  296,  398-9,  453, 458-9,  474, 
477,  505-7 ;  sessions  of  —  ad- 
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journed,  486-7,  494,  497 ; — re¬ 
sumed,  488-9,  490.  See  also  below 
under  Military  operations;  Nego¬ 
tiations. 

Military  operations:  (18/21.9.31), 
120,  430-1,  438  seqq.,  444;  Chin- 
chow — bombing  incidents,  448, 
455,  488,  495 ; — Chinese  army, 
policy  of,  445,  447 ; — Japanese 
advance  on,  444-5,  447-9,  453-4, 
455,  488,  489,  501  n.,  503;— 
momentary  withdrawal  from,  455, 
459,  476; — neutral  observers  at, 
447,  454,  457,  45S,  487  and  n., 
501 ; — neutral  zone  proposed,  454, 
455,  457 ; — new  attack  on,  457, 
458,  460 ;  — •  Shanhaikwan  and 
Chinchow  occupied,  160,  460-1, 
505 ;  Nonni  River  expedition,  136, 
449-53,  461, 499 ; — Tsitsihar  occu¬ 
pied,  453 ;  reinforcements  sent  by 
Japanese,  441,  443-4  and  n.,  460; 
withdrawal  of  troops  —  Chinese 
attitude  regarding,  477,  483—4, 
485,  497-8,  502-3; — Japanese 
attitude  regarding,  453,  476-7, 
484,  485,  486,  490  seqq.,  503,  507 ; 

— League  Council  and,  453,  477, 
482  seqq.,  493-4, 496,  501,  502,  507. 

Nakamura  Incident,  107  and  n.,  120, 

430,  437  and  n.,  440. 

Negotiations:  direct  Sino- Japanese, 

435,  437  and  n.,  457,  487-8,  497- 
8 ;  ‘  Japanese  fundamental  points  ’, 
488,  490,  495,  496  and  n.,  498- 
9 ;  J apanese  insistence  on  bi¬ 
lateral  settlement,  457,  476-7, 
482,  485,  488,  495;  League  Coun¬ 
cil  recommendation  on,  494;  to 
precede  withdrawal  of  troops, 
476-7,  490,  495,  502-3. 

Previous  international  disputes, 
parallel  with,  11-12,  474-5,  477-8, 
482-3. 

Territorial  integrity,  Japanese  atti¬ 
tude  regarding,  485,  486,  494,  498. 

Treaty  obligations  regarding,  505, 
507 ;  in  League  Covenant,  431, 
473,  477,  480  n.,  482  seqq. ;  in 
Kellogg  Pact,  423,  431,  473,  477, 
480  n.,  489  seqq.,  504,  506;  Wash¬ 
ington  Nine-Power  Treaty  and, 

431,  473,  477,  478,  483,  489,  494. 

U.S.A.:  attitude  of,  regarding,  479 

n .;  Chinese  appeals  to,  484,  488 
and  n.;  interests  of,  in,  432,  478; 
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League  Council,  co-operation  with, 
474 ^and  n.,  477,  479  n.,  480  n., 
483, 484, 489  and  n.,  497, 499-500 ; 
— at  meetings  of,  490-2 ; — Japan¬ 
ese  attitude  regarding,  491-2,  506 ; 
neutral  observers  sent  by,  487 
and  n. ;  representations  made  by 
— regarding  Chinchow,  454,  455-6, 
459,  489 ; — regarding  Nonni  River 
expedition,  499 ;  sends  identic 
notes  to  Chinese  and  Japanese 
Governments,  484-5,  493  and  n. ; 
treaty  obligations  of,  431,  473, 
483,  484. 

U.S.S.R. :  attitude  of,  regarding,  432 
and  n.,  478,  479  n. ;  Chinese  East¬ 
ern  Railway — Japanese  interfer¬ 
ence  with,  24,  155  and  n.,  449, 
453 ; — ownership  of,  433  n.,  444 ; 
treaty  obligations  of,  regarding, 
431,  473. 

Wanpaoshan  Incident — see  above 
under  Koreans. 

Western  community  in  China,  atti¬ 
tude  of,  430. 

World  crisis  in  relation  to,  11,  135-7, 
403,  404-5,  441-2,  478-9. 

See  also  under  borah,  Mr. ;  chang 

HSUEH-LIANG ;  CHINA ;  HONJO, 

General;  japan;  security;  sthni- 

son,  Mr. ;  sze,  Mr. ;  yoshizawa,  Mr. 

Marinis,  General  de,  119,  293,  294,  295. 

Marinkovic,  Dr.,  318  and  n.,  338  n.,  345. 

Massigli,  Monsieur:  and  Anglo-Franco- 
Italian  naval  problem,  263,  264,  274 ; 
and  armaments  truce,  295. 

Matos,  Senor,  504. 

Mehmed  'All,  358  n. 

Mehmet  Bey  Konitza,  336. 

Mellon,  Mr.  A.  W.:  and  British  financial 
crisis,  62,  108 ;  and  Hoover  Plan  nego¬ 
tiations,  72,  76,  213;  and  London  Con¬ 
ference,  87  and  n.,  89. 

Mexico  —  see  under  disarmament  ; 
LEAGUE  OF  NATIONS;  SILVER. 

Meyer,  Eduard,  cited,  394. 

Mikhalakopoulos,  Monsieur,  328,  348. 

Minami,  General,  443. 

Minorities,  330  seqq.,  340  seqq. 

Moret,  Monsieur,  95,  232. 

Mosconi,  Signor,  66,  87. 

Mukden:  Japanese  occupation  of,  440, 
441,  443;  population  of,  444. 

Munch,  Monsieur,  292,  293. 

Musanov,  Monsieur:  and  Bulgaro- Jugo¬ 
slav  relations,  341,  343-4;  on  financial 
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Musanov,  Monsieur  ( cont .) 

situation,  352  n. ;  takes  office,  344 ; 
visits  Angora,  340,  341,  345. 

Muslim  Conference  (Jerusalem,  1931), 
156. 

Mussolini,  Signor  Benito:  and  inter¬ 
governmental  debts,  76,  141-2;  on 
Anglo-Franco-Italian  naval  problem, 
269;  on  disarmament,  119,  261-2,  291 ; 
speeches  of  —  (5.6.28),  119;  —  (May 
1930),  261-2;— (25.10.31),  126,  127. 

Mylonas,  Mgr.  Nikhodhimos,  369  and  n., 
382,  383,  384. 

Nakamura,  Captain,  107  and  n.,  120,  430, 
433,  437  and  n. 

Napoleon,  21,  23. 

Nationalism:  economic,  17,  46,  140,  167, 
192;  recrudescence  of,  17,  140,  148, 
285-6,  288-9. 

Negulesco,  Monsieur,  322. 

Netherlands:  bank  rate  in,  232;  Great 
Britain,  funds  deposited  in,  222,  227, 
235-6;  private  discount  rate  in,  205; 
stock  exchange  slump  in,  222.  See 
also  under  arbitration  ;  currency  ; 
DISARMAMENT ;  GERMANY ;  PRICES  ; 
TARIFFS;  WAR. 

Netherlands  East  Indies,  117  n.,  222, 236. 

Neurath,  Herr,  79. 

New  South  Wales:  budget  of,  50,  70  n., 
112;  Commonwealth  financial  assis¬ 
tance  for,  92,  93,  102 ;  default  on  foreign 
obligations  of,  50,  52  and  n. ;  economy 
proposals  in,  70,  93,  102;  financial 
policy  of,  50,  52 ;  interest  rates  in,  50, 
52 ;  State  Savings  Bank  closed  in, 
53. 

New  Zealand:  banking  in,  103;  budget 
of,  65,  103,  132;  earthquake  in,  61 
and  n. ;  Government,  change  of,  132, 
150;  wage  reductions  in,  65.  See  also 
under  arbitration;  currency;  Man¬ 
churia;  TARIFFS;  UNEMPLOYMENT. 

Newchwang,  436. 

Newfoundland,  65,  103,  151-2. 

Nicaragua,  61  and  n. 

Niemeyer,  Sir  Otto,  47  n.,  93,  103. 

Nigeria,  92. 

Nogaro,  Bertrand,  cited,  165  n. 

Norman,  Mr.  Montagu,  62,  72,  83,  87, 
97  and  n. 

Norway:  and  Oslo  Conference  (1930), 
154-5  n. ;  bank  rate  in,  232,  233.  See 
also  under  arbitration;  currency; 

DENMARK;  DISARMAMENT;  WAR. 


Oecumenical  Patriarch,  the,  327. 

Oldenburg,  64. 

Ottoman  Empire:  loans  to,  370  and  n., 
371,  372,  382 ;  successor  states  of,  354- 
5,  358  n.,  360-1,  362,  367. 

Pacific,  increased  tension  in,  395,  405 
and  n. 

Painleve,  Monsieur,  286. 

Panama,  revolution  in  (1931),  30.  See 
also  under  security. 

Pandele,  Monsieur  C.  A.,  cited,  165 
and  n.,  180  n.,  181  n.,  183  and  n. 

Papanastasiou,  Monsieur,  337. 

Paraguay — see  under  Bolivia. 

Paris  Peace  Conference,  opening  of 
(12.1.19),  10. 

Passfield,  Lord,  369  and  n.,  370  n.,  371  n. 

Patel,  Mr.  Vallabhai,  158. 

Paul-Boncour,  Monsieur,  249,  283,  286. 

Penson,  Mr.  J.  H.,  151. 

Pepys,  Samuel,  cited,  3-4  n. 

Permanent  Court  of  International 
Justice:  interpretation  of  international 
law  by,  249  and  n. ;  jurisdiction  of, 
under  General  Act,  246,  248-9  and  n., 
250;  optional  clause  of  statute  of — 
compared  with  General  Act,  246—7, 
250; — ratified  by  France  and  Irish 
Free  State,  248,  252.  See  also  under 
Austria  :  Germany ;  Bulgaria  :  Greece. 

Peru,  unrest  in,  47,  80  and  n.,  82,  104. 
See  also  under  security. 

Pietri,  Monsieur,  34. 

Pinsent,  Mr.  C.  H.  S.,  279. 

Pius  XI,  Pope,  134,  199-200  n. 

Poincare,  Monsieur  R.,  172,  177,  182. 

Poland:  at  Central  European  Economic 
Council,  325-6  n. ;  British  commercial 
competition  with,  146,  235;  official 
salary  reductions  in,  80 ;  LhS.S.R.,  re¬ 
lations  with,  105,  155,  284  n.  See  also 
under  Austria  :  Germany ;  currency  ; 

DISARMAMENT  ;  EUROPE  ;  FRANCE  ;  GER¬ 
MANY  ;  LEAGUE  OF  NATIONS  ;  SECURITY  ; 
TARIFFS  ;  TREATIES  ;  WAR. 

Politis,  Monsieur,  257. 

Polybius,  cited,  59  and  n.,  398  and  n. 

Population,  growth  of,  188,  189. 

Portugal,  unrest  in,  28,  30,  104.  See  also 
under  currency  ;  war. 

Prices : 

Foreign  exchange  in  relation  to,  163, 
175,  183,  186,  187  and  n.,  188. 
Maldistribution  of  gold  and,  164,  191, 
192. 
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Movements  of:  (1913-30),  26,  34,  164, 
166,  170,  187,  188,  191  seqq.,  198 
s eqq.,  222;  (1930),  201,  202,  203, 
206  and  n.;  (1931),  208,  231;  in 
Austria,  169,  240;  in  France,  169, 
180,  181,  182,  183,  192,  201,  202;  in 
Germany,  148,  176,  177,  201,  202, 
238-9;  in  Great  Britain,  168,  186, 
187-8,  201,  202,  20S,  231 ;  in  Italy, 
201 ;  in  Japan,  201 ;  in  the  Nether¬ 
lands,  201 ;  in  U.S.A.,  164,  186,  187, 
198,  200,  201,  202,  208. 

Regulation  of,  162, 163,  165, 166, 167-8, 
187,  201,  238-9. 

Retail,  202,  208,  238-9. 

Primo  de  Rivera,  General,  29. 

Prussia,  94,  99,  113,  219. 

Qars,  355,  357,  362. 

Rajchman,  Dr.  Ludwik,  396. 

Reading,  Lord,  129. 

Reed,  Senator,  142. 

Reparation : 

Austrian,  178—9. 

Bulgarian:  Hague  agreements  regard¬ 
ing,  341 ;  moratorium  on,  154, 
350  and  n.,  351  and  n.,  352;  Neuilly 
Treaty  and,  346-7 ;  payments  due 
to  Greece,  352  n.  See  also  under 
Bulgaria:  Greece. 

German:  capacity  to  pay,  141  and  n. ; 
commercial  debts  in  relation  to,  138, 
139  and  n. ;  conferences  on — Brussels 
(July  1920),  176; — London  (March 
1921),  176; — Cannes  (Jan.  1922), 
304; — Lausanne  (1932),  141,  142; 
Dawes  Loan,  227,  231 ;  Dawes  Plan, 
results  of,  177-8;  German  state¬ 
ments  regarding,  69,  141 ;  London 
Schedule  of  Payments,  170  and  n., 
176;  negotiations  regarding  (Oct. 
1931-Feb.  1932),  138-9,  140-2; 

Young  Committee,  work  of,  174, 
193;  Young  Loan,  68,  174,  227; 
Young  Plan  Advisory  Committee, 
138,  139,  140-1  and  n.,  239^10. 

Hungarian,  moratorium  on,  154,  350  n. 

See  also  under  bank  for  inter¬ 
national  SETTLEMENTS  ;  CURRENCY  ; 
TREATIES. 

Rhodesia — see  under  currency. 

Riley,  Mr.  Consul,  4  n. 

Rist,  Monsieur  Charles,  191  n. 

Rolin- Jaequemyns,  Baron,  322. 

Rollin,  Monsieur,  145. 


Rossides,  Dr.  Z.,  375  n. 

Rosso,  Signor,  263,  264. 

Rothschild,  Mr.  Lionel  de,  209-10. 

Rostworowski,  Count,  322. 

Ruhr,  occupation  of,  171, 176-7, 286, 304. 

Rumania,  355 ;  at  Central  European 
Economic  Council,  325-6  n. ;  financial 
crisis  in,  105,  219;  U.S.S.R.,  relations 
with,  155,  284  n.  See  also  under 

AUSTRIA;  BALKAN  STATES;  BULGARIA; 
CURRENCY ;  CZECHOSLOVAKIA ;  DIS¬ 
ARMAMENT  ;  EUROPE ;  FRANCE ;  GER¬ 
MANY  ;  INTER-GOVERNMENTAL  DEBTS  ; 
SECURITY;  TARIFFS;  TREATIES;  WAR. 

Runciman,  Mr.,  145,  146. 

Russia  (Empire) — see  under  treaties; 
TURKEY. 

Sakazov,  Monsieur  Yanko,  331,  332,  336. 

Salisbury,  Marquess  of,  356,  357,  370. 

Salter,  Sir  A.,  67  n.,  396. 

Salvador,  revolution  in,  154. 

Sanchez  Cerro,  Colonel,  47. 

Sanchez  Guerra,  Senor,  29. 

Sauerwein,  Monsieur  Jules,  300  n. 

Saya  San,  105,  159. 

Schacht,  Dr.  Hjalmar,  130,  177. 

Schober,  Dr. :  and  Austro-German 
Customs  Union — agrees  to  suspend 
negotiations,  316-17,  318; — at  Com¬ 
mission  of  Inquiry  for  European  Union, 
315,  316-17  ; — at  League  Council,  314, 
316-17 ; — motives  of,  297  n. ; — pro¬ 
posal  withdrawn  by,  113,  114,  320 
and  n.,  321; — replies  to  foreign  Govern¬ 
ments,  37,  304,  307 ;  becomes  Vice- 
Chancellor  and  Minister  for  Foreign 
Affairs,  300  n. ;  conversations  of,  with 
M.  Briand,  300;  on  regional  agree¬ 
ments,  300,  301 ;  resignation  of,  323. 
See  also  under  curtius,  Dr. 

Schiicking,  Herr,  322. 

Schuster,  Sir  George,  122. 

Scialoja,  Signor,  70,  263,  320. 

Scullin,  Mr.,  49  seqq.,  92,  93,  112. 

Securities,  price  of,  199  seqq.,  222,  232. 

Security:  collective  system  of,  and  Man¬ 
churian  conflict,  136-7, 161,  244, 404-5, 
432,  477-81,  505-6;  Committee  on 
Arbitration  and,  254,  255-6,  257 ; 
French  attitude  regarding,  249,  283-5 
and  n.,  286,  291,  309  n.;  Great 
Britain,  attitude  of,  regarding,  502; 
Guatemala,  attitude  of,  regarding,  504 ; 
Italian  attitude  regarding,  291 ;  Pa¬ 
nama  and  Peru,  attitude  of,  regard- 
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Security  ( cont .) 

ing,  504;  Polish  attitude  regarding, 
284  n.,  504;  public  opinion  and,  478, 
479  n.,  506 ;  Rumanian  attitude  re¬ 
garding,  284  n., ;  sanctions,  question  of, 
255  seqq.,  474,  475,  506,  507  ;  small  and 
great  Powers,  conflict  between,  regard¬ 
ing,  432,  502,  503-5 ;  supervision,  ques¬ 
tion  of,  255,  257.  See  also  under 

CREDIT  ;  DISARMAMENT. 

Seipel,  Mgr.,  179. 

Serbia — see  under  Greece  ;  treaties. 

Shanghai:  anti- Japanese  movement  in, 
431  n.,  435,  463  seqq. ;  British  Defence 
Force  sent  to,  472;  Feetham  Report 
on,  423-7;  importance  of,  423,  461, 
463;  Mixed  Court  in  French  Settle¬ 
ment,  427-8;  Provisional  Court,  427- 
8;  Sino- Japanese  hostilities  in,  160, 
404  and  n.,  414,  417,  431,  461-2,  463, 
472 ;  student  riots  in,  415,  418. 

Shanhaikwan,  460,  505. 

Shidehara,  Baron:  and  Canton  Govern¬ 
ment,  413,  417 ;  and  Manchurian  rail¬ 
way  question,  436  n. ;  and  Nakamura 
Incident,  437 ;  Japan  abandons  policy 
of,  135,  401  seqq.,  440  and  n. ;  relations 
of,  with  War  Ministry  over  Manchurian 
conflict,  440  and  n.  443,  444;  threat¬ 
ened  assassination  of,  459. 

Shiels,  Dr.  T.  Drummond,  375  n.,  378 
and  n. 

Shih  Yu-san,  General,  410,  412. 

Shimamoto,  General,  438. 

Shimidzu,  Mr.,  452. 

Shiozawa,  Admiral,  462,  463. 

Silesia,  Upper,  32,  36,  127. 

Silver,  133,  193-7 ;  Canada  and,  196 ; 
China  and,  40,  193  seqq.,  408;  confer¬ 
ence  on,  proposed,  67  and  n.;  India 
and,  173,  193  seqq. ;  Indo-China  and, 
196,  197  ;  Japan  and,  67 ;  Mexico  and, 
194,  196;  U.S.A.  and,  67,  193  seqq. 
See  also  under  currency. 

Simon,  Sir-  John:  and  Manchurian  con¬ 
flict,  455  and  n.,  502;  conversations  of, 
with  M.  Hymans,  146. 

Simonds,  Mr.  Frank  H.,  286. 

Simpson,  Sir  John  Hope,  397  and  n., 
399  and  n. 

Sirianni,  Admiral,  260. 

Smith,  Professor  H.  A.,  252  n. 

Snowden,  Viscount:  appoints  committee 
on  Treasury  and  Bank  note  issues, 
186;  appoints  Macmillan  Committee, 
85  n.;  at  London  Conference,  87 ; 


budgets  introduced  by,  57,  109,  222 ; 
financial  policy  of,  181-2;  on  British 
financial  crisis,  56,  57,  97,  111,  223;  on 
Hoover  Plan,  74,  79-80. 

Sokal,  Monsieur,  256  n. 

Soong,  Mr.  T.  V.,  408,  416,  418. 

South  Africa — See  under  arbitration  ; 
CURRENCY ;  GOLD ;  INTER-GOVERN¬ 
MENTAL  DEBTS;  TARIFFS. 

Spain:  anti-clerical  legislation  in,  134; 
Catalans,  30,  80,  82,  153 ;  constitution 
of,  153;  Directorate,  expiry  of,  29; 
revolution  in,  28-30 ;  state  expenditure 
reduced  in,  71 ;  unrest  in,  80,  82, 
92,  93,  104-5,  112,  134,  153.  See 
also  under  arbitration  ;  currency  ; 
ITALY ;  LEAGUE  OF  NATIONS  ;  UNEM¬ 
PLOYMENT  ;  WAR. 

Spengler,  Herr  Oswald,  2. 

Spiropoulos,  Monsieur  J.,  333. 

Spitzmuller,  Dr.,  79. 

Stack,  Sir  Lee,  107  and  n. 

Stegerwald,  Herr,  70. 

Stimson,  Air. :  and  disarmament,  288  n . ; 
and  London  Conference,  86,  87  and  n., 
89 ;  and  Manchurian  conflict — and 
League  Council,  489  and  n..  499-500, 
505; — on  international  significance  of 
conflict,  405 ; — representations  made 
by,  regarding,  405,  455-6  and  n.,  484, 
499;  on  Hoover  Plan,  73,  78;  visit  of, 
to  Europe,  82,  91,  93,  116,  288.  291. 

Storrs,  Sir  Ronald:  and  Cyprus  budget. 
378,  379,  380;  on  disturbances,  383, 
384,  385 ;  on  economic  progress,  366—7 
and  n. ;  on  nationalist  movement, 
363-4  and  n. ;  proposals  by,  regarding 
self-government,  369  n. 

Strakosch,  Sir  Henry,  191  n. 

Stresemann,  Herr,  177. 

Sun  Ch’uan-fang,  411. 

Sun  Fo,  411,  414,  415. 

Sun  Yat-sen,  Dr.,  407,  408  n.,  419. 

Sun  Yat-sen,  Madame,  418-19. 

Sweden:  at  Oslo  conference  (1930),  154  n.; 
bank  rate  in,  95,  232;  financial  crisis 
in,  233-4;  stock  exchange  in,  117, 
233-4 ;  trade  balance  of,  233.  See  also 
under  arbitration  ;  currency  ;  Den¬ 
mark;  DISARMAMENT;  LEAGUE  OF 
NATIONS;  UNEMPLOYMENT;  WAR. 

Switzerland  and  European  financial 
crisis,  211,  222,  231,  237,  240.  See 
also  under  currency;  disarmament; 
LIECHTENSTEIN. 

Sze,  Mr. :  and  Chinese  appeal  to  League 
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Council,  481-2;  and  Commission  of 
Inquiry,  502-3;  and  Council  resolu¬ 
tions— (24.10.31),  493,  494;— (10.12. 
31),  502;  asks  for  withdrawal  of 
Japanese  troops,  485,  502-3;  on  inter¬ 
national  significance  of  conflict,  480- 
1  n. ;  on  Japanese  reply  to  U.S.  note 
(20.10.31),  493  n.;  pacific  settlement 
proposals  made  by,  497,  499. 

Tahushan,  436  n.,  448,  460. 

Tai  Chi-tao,  415. 

Tariffs,  16,  27,  192,  201,  202,  300,  315, 
325-6  n. 

Argentina,  policy  of,  132-3. 

Australia,  policy  of,  48. 

Austria,  policy  of,  300,  325  n.  See  also 
under  Austria  :  Germany. 

Belgium,  policy  of,  146,  154-5  n. 
Canada,  policy  of.  65  and  n.,  129.  145, 
237. 

Customs  Unions,  317  n.,  318.  See  also 
under  Austria  :  Germany. 

Cyprus,  policy  of,  378,  379  andn.,  380. 
Czechoslovakia,  policy  of,  310  n. 
Europe  and,  300,  315. 

France,  policy  of,  145,  202. 

Germany,  policy  of,  75,  146,  310  and  n. 

See  also  under  Austria  :  Germany. 
Great  Britain,  policy  of,  27, 128, 144-5, 
146,  230-1. 

Greece,  policy  of,  352. 

Italy,  policy  of,  133,  237,  315. 
Jugoslavia,  policy  of,  310  n.,  344. 
Netherlands,  policy  of,  117,  154-5  n., 
237. 

New  Zealand,  policy  of,  65. 

Oslo  Conference  (1930)  on,  154-5  n. 
Poland,  policy  of,  146,  310  and  n. 
Rumania,  policy  of,  75,  310  n. 

South  Africa,  policy  of,  237. 

Truce:  Conference  (16/18.3.31),  27, 
301-2;  Convention  (24.3.30),  155  n., 
315. 

U.S. A.,  policy  of,  19,  46,  402-3  n. 
Tellini,  General,  107  and  n. 

Tevfik  Rustii  Beg:  and  Balkan  Confer¬ 
ence,  334,  340 ;  and  Bulgaro-Greek 
dispute,  348  n. ;  and  Bulgaro-Turkish 
relations,  340,  341 ;  and  Graeco- 

Turkish  relations,  134,  326,  327-8; 
visits  Budapest,  327. 

Theodore,  Mr. :  and  Mungana  Mines  case, 
49-50  n.,  93,  103 ;  financial  policy  of, 
50  seqq.,  64,  79,  82,  132;  reinstated  in 
office,  49-50. 


Thessaly,  367. 

Thomas,  Rt.  Hon.  J.  H.,  53. 

Thomson,  Mr.  J.  G.,  448. 

Thorburn,  Mr.  John,  429-30  and  n. 

Thucydides,  cited,  60,  61  and  n. 

Tibesti,  278-9  n. 

Tientsin,  412,  423,  461 ;  anti-Japanese 
movement  in,  464-5. 

Titulescu,  Monsieur,  118. 

Trade,  international,  170,  181,  200,  201, 
205-6;  balance  of,  166-7,  168,  175-6, 
225;  barter,  return  to,  in,  106,  133-4; 
post-war  increase  in,  189;  restriction 
of  imports,  146,  215,  225,  233,  234, 
237,  240.  See  also  under  Austria  ; 

CHINA;  DUMPING;  PRANCE;  GERMANY; 
GREAT  BRITAIN ;  HUNGARY ;  ITALY ; 
JAPAN  ;  SWEDEN  ;  TARIFFS  ;  U.S.A. 

Treaties,  agreements,  &c.,  (bilateral): 
Austria  -  Czechoslovakia  ( commercial 
agreement,  22.7.31),  305  n. 
Austria-Germany :  (commercial  agree¬ 
ment,  12.4.30),  300;  (customs  union 
protocol,  19.3.31),  301  seqq. 
Austria-Hungary  (commercial  agree¬ 
ment,  30.6.31),  79,  305  n. 
Austria-Jugoslavia  (commercial  agree¬ 
ment,  14.7.31),  305  n. 
Austria-Rumania  (commercial  agree¬ 
ment,  22.8.31),  305  n. 
Bulgaria-Greece:  (commercial  conven¬ 
tion,  28.2.27),  346;  (Kaphandaris- 
Molov  agreement,  9.12.27),  348  seqq.; 
(moratorium  agreement,  11.11.31), 
154,  352. 

Bulgaria-Rumania  (sequestered  pro¬ 
perty  agreement,  20.1.30),  341-2. 
Bulgaria-Turkey:  (commercial  agree¬ 
ment  12.2.28),  340;  (arbitration  and 
neutrality  treaty,  6.3.29),  340; 

(commercial  agreement,  27.5.30), 
340. 

China-Japan  (treaty,  22.12.05),  443  n. 
France  -  Great  Britain  (‘Sykes  -  Picot  ’ 
agreement,  1916),  360,  362;  (Near 
East  mandates  agreement,  23.12.20), 
360. 

Germany-Hungary  (commercial  treaty, 
18.7.31),  85. 

Germany-Poland  (commercial  treaty, 
17.3.30),  310  n. 

Germany  — Rumania  (commercial 
treaty,  27.6.31),  75  and  n. 

Germany  -  U.S.S.R.  (protocol  pro¬ 
longing  neutrality  treaty,  26.6.31), 
75. 
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Treaties,  agreements,  &c.  ( cont .) 

Great  Britain-Turkey  (Cyprus  con¬ 
vention,  4.6.1878),  355-7,  362,  370. 

Greece-Serbia  (treaty  of  alliance,  1.6. 
13),  359. 

Greece-Turkey:  (exchange  of  popu¬ 
lations  convention,  10.6.30),  327 ; 
(arbitration  treaty,  naval  arma¬ 
ments  protocol  and  commercial 
convention,  30.10.30),  326,  327-8, 
329;  (declaration  regarding  Art.  107 
of  Lausanne  Treaty,  6.1.31),  326-7 
and  n.;  (agreements,  5.10.31),  328, 
335. 

Italy -U.S.S.R.  (commercial  agree¬ 
ment,  27.4.31),  43. 

Italy-Vatican  (Lateran  agreements, 
11.2.29),  29. 

Japan-Russia  (Treaty  of  Portsmouth, 
5.9.05),  443  n. 

Russia-Turkey  (Treaty  of  San  Stefano, 
3.3.1878),  356. 

Turkey-U.S.S.R.:  (Treaty  of  Brest- 
Litovsk,  3.3.18),  362;  (treaty, 

16.3.21),  362;  (treaty  renewing  non¬ 
aggression  pact  of  1925,  30.10.31), 
340-1. 

Treaties,  agreements,  &c.  (multilateral): 

Agricultural  Credit  Convention  (21.5. 
31),  67-8,  325  n. 

Austrian  Reconstruction  Protocols  (4. 
10.22),  37,  114,  297  seqq.,  316  seqq., 
322  and  n. 

Azerbai  j an  -  Erivan  -  Georgia  -  Turkey 
(treaty,  13.10.21),  362. 

Berlin  Peace  Treaty  (13.7.1878),  357, 
367. 

Geneva  Protocol  (2.10.24),  284. 

Lausanne  Peace  Treaty  (with  Turkey, 
24.7.23),  326,  359  and  n. 

London  Naval  Treaty  (22.4.30),  259- 
60,  263  seqq. 

Neuilly  Peace  Treaty  (with  Bulgaria, 
27.11.19),  283,  330,  331,  341,  344-5, 
346-7. 

Paris,  Pact  of,  for  Renunciation  of 
War  (Kellogg  Pact),  247  and  n., 
250-1,  290, 423, 431, 473, 477, 480%., 
483,  489  seqq.,  506. 

Reparations:  (Bulgarian  reparations, 
The  Hague,  20.1.30),  341;  (Hoover 
Plan  Protocols,  London,  11.8.31), 
106;  (Bulgarian  and  Hungarian 
Moratorium  Protocols,  The  Hague, 
22.1.32),  154,  350%. 

St.  Germain  Peace  Treaty  (with 


Austria,  10.9.19),  37,  283,  297,  303, 
316,  322  and  n. 

Tariff  Truce  Convention  (24.3.30), 
155  %.,  302,  315. 

Versailles  Peace  Treaty  (with  Germany, 
28.6.19),  28,  37,  176,  279,  283,  289, 
297. 

Washington  Naval  Treaty  (6.2.22), 
267  and  %.,  270,  478  %. 
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254- 5 ;  Netherlands  and,  254,  257, 
259 ;  Norway  and,  257,  259 ;  original 
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58-62,  136-7,  208—42,  395;  research 
into,  81 ;  storm  centres  of,  28,  395. 
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Yoshizawa,  Mr. :  and  Chinese  appeal  to 
LeagueCouncil,481,482;  and  ‘Japanese 
fundamental  points’,  495,  496  and  n., 
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This  map  is  a  diagram  illus¬ 
trating  the  geography  of  China 
in  1926  from  the  particular  stand¬ 
point  of  international  relations. 
Accordingly,  theprominence  given 
to  the  treaty-ports,  and  to  the 
foreign  settlements  or  concessions 
at  that  time  existing  in  certain  of 
these,  must  not  be  taken  as  meant 
to  imply  a  corresponding  degree 
of  foreign  dominance  over  Chinese 
national  life.  Although  the  points 
of  Chinese  territory  which  were 
frequented  by  foreigners  co¬ 
incided,  on  the  whole,  with  the 
focuses  of  economic  activity  in 
China,  the  great  majority  of 
the  Chinese  people  in  the  greater 
part  of  the  country,  even  in  1926, 
were  living  their  lives  with  little 
consciousness  of  the  foreigner's 
presence  in  their  midst. 
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B  Franco-Brihsh 
Gibraltar 
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